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OPERATIONS OF LOAN GUARANTY PROGRAM AND PLACING 
FARM HOME LOANS ON PARITY WITH CITY LOANS 


TUESDAY, MARCH 8, 1955 


House or REepresENTATIVES, 
SvuBcOMMITTEE ON HousINe or THE 
ComMirrer oN VETERANS’ AFFarrs, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 356, 
Old House Office Building, Hon. Ed Edmondson, chairman of the 
subcommittee, presiding. 

Mr. Epmonpson. The committee will come to order. 

I want to express my personal oo mpseaen orton to the Veterans’ Ad- 
ministration people who are here this morning for coming over on 
somewhat short notice, and, I am informed, at some inconvenience 
to at least one member. We deeply appreciate it, and I think that we 
can get the information that we are needing in a fairly short time here 
this morning. 

I think we have Mr. Stone and several other members of the Vet- 
erans’ Administration here with us this morning, including Mr. 
Sweeney. 

Mr. Sweeney, would you prefer to start the discussion this morning ¢ 
> Mr. Stone? Suppose you make the preliminary statement, Mr. 

tone. 


STATEMENTS OF RALPH H. STONE, DEPUTY ADMINISTRATOR, DE- 
PARTMENT OF VETERANS’ BENEFITS; THOMAS J. SWEENEY, 
ASSISTANT DEPUTY ADMINISTRATOR FOR LOAN GUARANTY; 
AND JOHN W. DERVAN, ATTORNEY ADVISER, OFFICE OF LOAN 
GUARANTY, VETERANS’ ADMINISTRATION, WASHINGTON, D. C. 


Mr. Stone. Yes, a very short one, Mr. Chairman. 

We are very glad to be here to do what we can with the committee 
in the furtherance of this program. 

As you know, the Department that I am the Deputy Administrator 
for is Compensation and Pension, Loan Guaranty, and the VR and 
E program, with the guardianship work, too; and naturally, we have 
very fine chiefs of the various groups. Mr. Sweeney is now the As- 
sistant Deputy Administrator for the loan guaranty program. 

We are very proud of the way it has functioned under Mr. King, 
who did an excellent job, and we know that under Mr. Sweeney we 
are going to have a very well-handled program. 

My a is in the broader sense with all of the various programs. 
I spend about half of my time on loan-guaranty problems. More 
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than a matter of trying to develop the program, it is where a problem 
develops within certain areas or regions. We are sometimes con- 
cerned with having various Members of Congress on both sides of 
some controversy that might have developed. They have been wond- 
erful. ‘The Members of Congress have cooperated with us in a very, 
very fine manner. ‘They have the questions brought to them, and we 
try to work out the answer for them. 

It is a troublesome program, because we are in the business for the 
veteran; and we aré also working with the builders constantly. We 
try to be fair. We know that our job is for the protection of the 
veteran in buying this property. 

Sometimes when we try to go along with the builder a little bit on 
appraisals we are in trouble with the veteran; then if we go along 
with the veteran to get the lowest possible price, we are in trouble 
with the builders and lenders. If we go down the middle of the road, 
we are in trouble with both. So it is not an easy program. 

And with that very short statement, we will turn it over to Mr. 
Sweeney, who is the technical expert in this program. 

Mr. Epmonpson. Thank you, Mr. Stone. 

Mr. Sweeney. Mr. Chairman, I would like, first of all, to bring 
you up to date on the status of the loan-guaranty program. 

Through January of this year, we have closed about 3,950,000 loans 
amounting to $27,273 million. The predominant volume is in home 
loans. We have actually closed 3,665,000 home loans amounting to 
$26,422 million. : 

Starting out this year, as far as January was concerned, we had 
about the same volume as in December and November. In January 
we received 51,917 home loan applications and about 75,500 requests 
for appraisal, which indicates that if that rate is maintained in this 
coming year we would have about 900,000 requests for appraisal of 
proposed and existing housing and we would guarantee a little over 
600,000 home loans. 

During the last year we have participated in about 30 percent of 
the new housing starts. 

It is indic ated that in this coming year, if the volume of 1,200,000 
housing starts is maintained, we will do about the same business. 

In January of this year, total housing starts were at an annual rate 
of about 1,400,000. 

Now, that figure has created some concern in some quarters as to 
whether that is a too-rapid rate. There is some question as to whether 
some slowing up should take place. That question has not been re- 
solved. However, it has been called to our attention that some people 
look with great misgiving at our no-downpayment loans. 

I might add that in the last quarter of last year, our no-down- 
payment loan volume increased, leading up to the fact that during 
the calendar year 1954, there was an abundance of credit. A good 
many of the investors moved into the mortgage loan field, diverting 
from other types of investment. 

What is in prospect with respect to the availability of money this 
year may be answered in two phases. I doubt whether there would 
be the same volume as was available wa year. However, there will 
be ample mortgage money to take care of a high volume. We have 
attempted to translate that into GI loans and estimate that we will 
have anywhere between 500,000 and 600,000 home-loan applications. 
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With respect to our farm and business loans, we have not fared too 
well volumewise. 

During the last year, 1954, we only made 1,424 farm loans, of 
which 457 were realty loans and 967 nonrealty. 

With respect to business loans, we made a total of 7,157, with 284 
realty loans and 6,783 nonrealty loans, that is, working capital or 
financing veterans going into service businesses or back into the profes- 
sions, such as doctors and dentists. 

Mr. Epmonpson. Do you have any figures at that point on the ques- 
tion of what percentage of your applications for farm loans you were 
able to handle? Or would you have any knowledge of how many 
people wanted farm loans and were unable to get them / 

Mr. Sweeney. Mr. Chairman, we have no idea of the wishes of the 
veterans or their desires. I have no record or no indication of that. 

We do have some opinions in many of the rural areas that the local 
lenders refused to make loans; first of all because of the yield factor, 
and secondly we have had some indication that high farm land prices 
have been a deterrent. 

And I think that an appraisal of that situation would indicate that 
some lenders are right on it. I mean, the level of farm prices per se 
is such that small farm loans are a hazardous risk and the prospect of 
a veteran going in and trying to operate on a small scale offers only 
a remote possibility that he would be able to pay out his loan. 

With respect to the direct-loan program, we are moving along. We 
have closed 58,000 loans, amounting to $409 million. We still have 
unreserved balances for this quarter of about $36 million and coming 
into the next quarter another $3714 million, and as you well know the 
program expires on June 30. 

In connection with that program, we have, surprisingly enough, had 
1,102 loans paid in full. We have sold 5,140 of those loans, amounting 
to some $3514 million. Our default experience on the direct loan, 
considering the type of borrower and the remote areas in which the 
loans were made was very good. Our defaults to date which resulted 
in loan termination are only about one-fifth of 1 percent. 

I might refer back to the incidence of paid in full loans in connece- 
tion with the guaranty, if I may. 

To date, on the 3,950,000 guaranteed loans, 791,000 loans, or a total 
of 20 percent, have been paid in full. 

In the home-loan field, we have had 603,000 paid off, or 1614 per- 
cent. 

In farm loans, out of the 67,000 total made, 38,700 have been paid 
off, or 5714 percent. 

In business loans, out of 218,000, there were paid in full 149,000, or 
68.4 percent. 

Our default experience on GI loans has been most favorable: In 
our total portfolio of guaranteed or insured loans, 35,000 claims have 
been paid, or 0.8 percent. In the home-loan field we have paid claims 
on 20,700 cases, or a little better than one-half of 1 percent. In farm 
loans, we have paid claims on 2,084 loans, or 3.1 percent. In business 
loans, we have paid claims on 12,196 cases, or 5.6 percent. 

And I might add that in connection with the business loans, many 
of our claims were on loans made early in the program to veterans 
establishing trucking businesses and similar enterprises. 
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However, I have noticed that our experience recently on business 
loans has been ver y favorable. There is good underwriting, and 
apparently the lenders are scrutinizing well the potentialities of a 
business, the possible recovery, and no doubt checking on the veteran 
to make sure he knows how to conduct the partic ular endeavor he is 
going into. 

There are some questions raised about the discounts that are pre- 
vailing in various parts of the country. Admittedly, we hear of some 
isolated cases, which sometimes are dramatized, but recently we made 
a survey to determine what the factors were in connection with the 
discounts, and I might add that our survey indicates that the situation 
is not as bad as it has been painted. 

In connection with the hundred percent 30-year loan, in the New 
= ngland States they are selling at par, as are the 5-percent down, 

25-year loans and the 20-year loans, 10- percent downpayment loans. 

In the Middle Atlantic States, the discounts are averaging on the 
30-year 100-percent loan, 99 to 100. Six months ago it was pegged 
at 99. 

On the 5 percent 25 year, par; 10 percent, 20 year, par. 

In the East North Central, that is, in the Ohio-West Virginia area, 
the 100 percent 30-year loan ranges from 94 to 99; the 5 percent down- 
payment, 25-year loan, 97 to 99; the 10 percent, 20)- -year, 98 to 100. 

South Atlantic, in the first category, 94 to 99, 5 percent, 25-year, 
98 to 100; 10 percent, 20-year, 98 to 100. 

Now, the discount factors that I have recited for those areas have 
improved slightly over 6 months ago. I attribute that to the fact that 
the builders are building better houses and there must be better credit 
underwriting. 

Some of the secondary investors are very selective on the type of 
loans they are taking out. 

In the East Central, 100 percent, 30-year, 95 to 99. 5 percent, 25- 
year, 97 to 100. The existence of redemption statutes may be a factor 
in this area. I think some secondary investors are a little fearful. 
They are fearful that there may be some delays. However, we assure 
them that we take the sheriff’s deed and whatever document is there 
and take title and possession so that they are paid in full well in ad- 

vance of the expiration of the redemption period. 

In the same area, on the 10 percent 20-year loan, 98 to 100. 

Mr. Epmonpson. When you say redemption States, do you mean 
States where the mortgagor has the right to redeem after a foreclosure? 

Mr. Sweeney. That is right, sir. 

Mr. Epmonpson. Do not practically all the States have that pro- 
vision ? 

Mr. Sweeney. Oh, no, sir. You have such States as Michigan, 
Indiana, Illinois, Kansas, with long redemption periods, 12 to 18 
months. 

Mr. Dervan. I think you will probably find in the majority of 
States, or nearly so, there is no redemption after the foreclosure. 

Mr. Epmonnpsown. I see. 

Mr. Sweeney. Now, in the Mountain States, on the hundred per- 
cent 30-year loan, discounts vary from 95 to 98. The 5 percent, 
25-year loan, 98 to 100; the 10 percent downpayment, 20-year loan, 
99 to 100. 
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On the Pacific coast, including Arizona, Nevada, California, 100 
percent, 30-year loan, 96 to 97. The 5 percent downpayment, 25-year 
loan, 96 to 100; the 10 percent, 20-year, 97 to 100. 

Now, in summary, with respect to our United States averages, the 
hundred percent 30-year are from a low of 94 to 100, that is, west 
coast to the New England States. 

The 5 percent, 25-year, 97 to 100. And the 10 percent, 20-year, 
97 to 100. 

Mr. Epmonpson. I do not believe I ever heard you discuss the South 
Central area or Southwestern area. Did you have a breakdown for 
that? The area which would include the Arkansas-Oklahoma-Texas- 
New Mexico area? 

Mr. Sweeney. I am sorry Mr. Chairman. I overlooked it. 

The West Central, 100 percent, 30-year, 96 to 99. 5 percent, 25- 
year, 98 to 100. 10 percent, 20-year, 98 to 100. 

Mr. Epmonpson. What States would be included in that West 
Central area, then ? 

Mr. Sweeney. That would be Colorado, Kansas, Arkansas, New 
Mexico, Oklahoma. 

Mr. Epmonpson. I wonder if we could not have that complete report 
placed in the record at this point. 

Is there objection ? 

Without objection, it is so ordered. 

(The material referred to follows :) 
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STATUTORY REDEMPTION OF REAL PROPERTY 


The statutory right of redemption from foreclosure sale of real property, as 
it exists in most States, Territories, possessions, etc., of the United States and 
as it does not exist in some of said jurisdictions, is set forth in the followng 
alphabetical tabulation : 

Alabama: Statutory right of redemption within 2 years after foreclosure is 
given in addition to equity of redemption. May be enforced by bill in equity 
(Code of 1940, 7-727 et seq.). 

Alaska: Judgment debtor may redeem within 12 months after order confirming 
sale (Alaska Comp. Laws Anno. 1949, 55-9-97). Lien creditor may redeem 
within 60 days after order of confirmation (55-9-95). Leasehold with less 
than 2 years unexpired term not subject to redemption (Id. 55-9—93). 

Arizona: Statutory redemption within 6 months after foreclosure or execu- 
tion sale (Ariz. Code Anno. 1939, 24-301, 309). 

Arkansas: Redemption period 1 year after sale. Right of redemption may 
be waived as to any chancery foreclosure (Ark. Stats. 1947, 51-1111). 

California: Right of redemption within 1 year from sale in judicial fore- 
closure in equity (Code of Civil Procedure, 725a, 726). No redemption after 
sale by trustee under power of sale (C. C. P. 580a). 

Canal Zone: Within 12 months after foreclosure sale (Panama Canal Act, 
4-602). 

Colorado: Owner or any person who might be liable on a deficiency may 
redeem within 6 months from date of sale (1935 Colo. Stat. Anno. 40-164, 
40-73). 

Connecticut: Court fixes conditions for redemption. Redemption may be had 
until day set therefor in strict foreclosure, or until sale in foreclosure by sale; 
but not after those dates nor after 15 years after mortgagee has taken possession 
in assertion of his right thereto as mortgagee (Gen. Stat. Rev. 1949, secs. 
7196, 7201). 

Delaware: Foreclosure sale cuts off equity of redemption. No statutory 
redemption (Rev. Code, 10-5066). 

District of Columbia: No right of redemption after sale. 

Florida: No statutory provision for redemption after foreclosure sale (Fla. 
Stat. 1953). 


Georgia: No right of redemption of property sold under foreclosure, except 
as to lien for taxes. 

If possession of property given to mortgagee, mortgagor may redeem at any 
time within 10 years from last recognition by mortgagee of right of redemption 
(Code of Ga. 67-115). 

Hawaii: No statutory redemption (Rev. Laws 1945). 

Idaho: Within 1 year from date of sale as in case of sale on execution. Deed 
issued after redemption period (6-101, Idaho Code, 1947). 

Illinois: Any defendant or his privies may redeem within 12 months. After 
said 12 months, and within 15 months from foreclosure sale, a judgment creditor 
or his successor in interest may redeem by suing out execution. Successive 
redemptions may be made any time within 60 days of last sale made for more 
than redemption money, interest and costs, on like procedure. Certificate of 
purchase is assignable. Holder of said certificate is entitled to deed from officer 
(usually deed of master in chancery) at any time within 5 years from expira- 
tion of redemption period ; and if deed is not taken within that time, certificate 
of sale is void (77 Ill. Rev. Stats. 1949, secs. 18, 20, 21, 22, 23, 24, 30,31). Strict 
foreclosure is permitted in rare cases, i. e., creditor takes property in full pay- 
ment of debt, under order of court, without redemption, if property is worth 
less than debt, mortgagor is insolvent and there are no subsequent lienholders. 

Indiana: Foreclosure by judicial action. Execution on judgment may issue 
1 year after filing of complaint. Right of redemption only before sale (3 Burns 
Ind. Stat. Anno. 1933, secs. 1801 et seq). 

Iowa: Real estate (or leasehold larger than 2-year unexpired term) may be 
redeemed by debtor from execution sale, within 1 year after sale, during which 
time he is entitled to possession. Between 6 and 9 months, lien creditors or 
mortgagees may redeem (Iowa Statutes, 1954, secs. 628.2, 628.3). 

Kansas: Within 18 months after sale, generally. Purchaser receives certifi- 
eate of sale, which entitles him to deed at end of 18 months if no redemption. 
Any contract in mortgage or deed of trust waiving right of redemption is void, 
except in case of corporation mortgagor. Owner has 18 months within which 
to redeem, except that if the land has been abandoned or not occupied in good 
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faith the court may reduce the period of redemption to 6 months, in which event 
any junior lienholder has 3 months after expiration of said 6 months in which 
to redeem. Period may also be reduced to 6 months where mortgage is a pur- 
chase money mortgage and less than one-third of purchase price has actually 
been paid.. During redemption period, owner entitled to possession, rents, ete. 
For first 12 months after sale, right of defendant owner to redeem is exclusive ; 
between 12th and 15th months, lien creditors may also redeem, but between 15th 
and 18th months the defendant owner's right to redeem becomes again exclusive 
(60 Gen. Stats. of Kansas, 1949, secs. 3438, 3439, 3440, 3442, 3447, 3466). 

Kentucky : Property must be appraised before judicial sale, and if it does not 
bring two-thirds of such appraised valuation, owner may redeem within 1 year 
from sale. Redemption right may itself be sold either by decretal sale or under 
execution issued for unpaid balance of judgment. Kentucky Rev. Stat., Official 
Ed. 1953 (sees. 426.520—426.540) . 

Louisiana: No right of redemption after foreclosure sale. 

Maine: Mortgagor has redemption right for 1 year—(a) after first publica- 
tion or service of notice; or (b) after the acquiring of possession by mortgagee ; 
or (c) after final judgment in suit; or from date of sale, except in case of trust 
mortgages (Rev. Stat. of 1944, ch. 163, sec. 7). 

Maryland: Under formal or strict foreclosure, right of redemption until the 
certain day named in the decree. In mortgages with power of sale or an assent 
to a decree, there is no right to redeem after sale (Flack’s Code, 1951). 

Massachusetts: Mortgage foreclosure by writ of entry, and mortgagee’s 3 
years’ possession thereunder bars the equity of redemption; but this method is 
seldom used. Under a formal and peaceable entry by mortgagee, foreclosure 
will become absolute in 3 years thereafter, under certain conditions. If person 
entitled to redeem makes such tender and mortgagee does not accept it, mort- 
gagor may, within 1 year after tender, commence suit for redemption, then pay- 
ing to the clerk of court the amount tendered. From sale under power in mort- 
gagee deed there is no redemption (Mass. Gen. Laws, Tercentary Ed. 1932, ch. 
244, secs. 1, 2, 3, 8, 18, 19, 21-34). 

Michigan: (a) In case of foreclosure in chancery, court orders sale after 6 
months from filing bill. Redemption within 6 months from sale. This does not 
mean “from time sale is confirmed” (Trombley v. Klersy, 147 Mich. 370 Mich. 
Stats. Ann. 27.1133); (0) in foreclosure by advertisement (under power) re- 
demption within 1 year from time of sale (id. 27.1231). Where sheriff’s deed 
is filed immediately without unreasonable delay, the year for redemption runs 
from date of such filing (Lilly v. Gibbs, 39 Mich. 394). 

Minnesota: (a) Redemption within 1 year after sale, if foreclosure by adver- 
tisement (under power); (b) redemption within 1 year after confirmation of 
sale, if foreclosure by judicial action. 

Lien creditor may redeem within 5 days after year is up if he filed notice. of 
intention during said year with register of deeds (Comp. Laws of 1948, secs. 
580.23, 581.10). 

Mississippi: Foreclosure final with no statutory right of redemption (Miss. 
Code 1942, sec. 888). 

Missouri: (a) Redemption within 1 year from date of trustee’s sale under 
power; (0) in case of judicial foreclosure, when sale is fairly conducted and 
property is not purchased by the cestui que trust, or his representative, no statu- 
tory right of redemption exists (40 S. W. 764, 1389 Mo. 190; 443.410, 443.190 of 
Mo. Rey. Stat. 1949). 

Montana: No statutory redemption (93-6006, Rev. Code, 1947). 

Nebraska: No redemption after confirmation of sale (judicial foreclosure) 
(25-1530 Rey. Stat. of Nebr., 1943). 

Nevada: Right of redemption for 1 year after sale. Thereafter, purchaser 
entitled to deed if no redemption (Nev. Comp. Laws of 1929, sec. 1885, suppl. secs. 
8856, 8857). 


New Hampshire: No redemption after foreclosure (ch. 261, sec. 16, Rev. Laws 
of N. H. 1942). 

New Jersey: No redemption after foreclosure, except that judgment in de- 
ficiency suit opens foreclosure and renders property redeemable by suit brought 
within 6 months after entry of judgment for deficiency, with certain exceptions. 
(Rev Stat., title 2A, ch. 50, secs. 4, 5, 8, 9). Otherwise, there is no right to 
redeem (127 A 253, 97 N. J. Eq. 20). 

New Mexico: Right of redemption for 9 months after sale (21-219 New Mexico 
Stat. A.). 
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__ New York: No right to redeem after foreclosure sale. Motion for deficiency, 
if any, must be made within 90 days after foreclosure sale (C. P. A. sec. 0083). 

North Carolina: No redemption after foreclosure sale, judicial or under power. 

North Dakota: Right of redemption for 1 year after sale; and if property is 
redeemed by redemptioner, another redemptioner, even after expiration of said 
1 year, may redeem from last redemptioner within 60 days after such last re- 
demption (28-2402, 28-2404, S. Dak. Rev. Code). 

Ohio: Redemption at any time before confirmation of foreclosure sale. No 
redemption after confirmation of sale (Baldwin’s Ohio Rev. Code A. 1953 ed., 
sec, 2329.33). 

Oklahoma: No redemption after foreclosure sale. Order of confirmation by 
court relates back to time of sale (60 P. 235, 9 Okla. 683). Where words “and 
waive the appraisement” are written or printed in a mortgage, the premises must 
be sold without appraisement, but in such case no order for sale may issue until 
6 months after judgment (Okla. Stat. 1951, 42-19, 46-4). 

Oregon: Redemption at any time before confirmation of sale or within 1 year 
after sale. Mortgagor who has transferred his interest may not redeem 
unless deficiency judgment is entered against him, and then only within 10 days 
after the year has expired. Right to foreclose on property of soldiers and sailors 
is suspended during active service (Oreg. Rev. Stat. 1953, 23.530, 23.560, 408.440). 

Pennsylvania: No redemption from foreclosure sale (Purdon’s Pa. Stat. A.) 

Puerto Rico: No right of redemption after sale. 

Rhode Island: After sale of mortgaged property by virtue of a power of sale, 
there is no right of redemption. However, after foreclosure by peaceable and 
open entry (uncommon) there would be a right of redemption within 3 years 
after such entry (Gen. Laws of 1938, ch. 442, secs. 3-4). 

South Carolina: No redemption after sale (Code of 1952). 

South Dakota: Right of redemption for 1 year from date of sale. May be 
extended 2 more years by paying taxes, interest, and costs. (S. Dak. Code. 27.56 
of 1952 Suppl.). 

Tennessee : 2-year period of redemption applies unless waived in deed of trust 
(7736-50 of Code of Tenn. 1952). 

Texas: No provision for redemption of property sold under a mortgage or 
deed of trust (Vernon’s Texas Stat. 1948 with supplements). 

Utah: Redemption within 6 months after sale (Utah Code A. 1953). 

Vermont: Usually strict foreclosure. Title passes to mortgagee if land is 
not redeemed within time fixed by decree. 1 year is usually allowed for 
redemption, but if security is scant, a shorter time may be fixed by court, 
provided such a prayer is included in the petition (Chancery Rules, p. 148; Vt. 
Stat. Revision of 1947, sees. 1340, 1844, 1846, 1354). 

Virgin Islands: Property sold subject to redemption may be redeemed by 
judgment debtor or successor, or by lien creditor. Judgment debtor has 1 year 
after confirmation of sale to redeem ; lien creditor 60 days. 

Washington: Right of redemption for 1 year from date of sale (this applies 
only if estate is greater than a leasehold with 2 years’ unexpired term ; 6.24.130 
35 seq., Rev. Code of Wash). 

West Virginia: No right to redeem after sale (W. Va. Code 1949 A.). 

Wisconsin: (a) In case of foreclosure by advertisement, under power of sale 
in mortgage, there is a right of redemption for 1 year from such sale; (b) if 
foreclosure is by judicial action, there is no right of redemption after sale, but 
a sale cannot be advertised until 1 year after entry of judgment, unless the 
parties by stipulation consent to an earlier date (Wis. Stat. 1953, 272.31, 278.10, 
278.16). 

Wyoming: Defendant’s right of redemption within 6 months from sale. Judg- 
ment creditors have 3 more months within which to redeem. If no redemption, 
deed is issued upon expiration of redemption period (ch. 3, secs. 4303, 4304, 
Wyo. Comp. Stat. 1945). 
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CLASSIFICATION SUMMARY—STATUTORY RIGHT OF REDEMPTION FROM FORECLOSURE 
SALE 


I, NO REDEMPTION RIGHTS AFTER FORECLOSURE SALE (19 STATES OR TERRITORIES) 


Delaware 
District of Columbia 
Florida 

Hawaii 

Indiana 
Louisiana 
Mississippi 
Montana 
Nebraska 

New Hampshire 
New York 
North Carolina 
Ohio 

Oklahoma 
Pennsylvania 
Puerto Rico 
South Carolina 
Texas 

West Virginia 


Il, REDEMPTION RIGHTS AFTER FORECLOSURE SALE (34 STATES AND TERRITORIES) 
A. Special conditions or exceptions 


Connecticut: Court fixes conditions for redemption. 

Georgia: Mortgagor in possession may redeem within 10 years from mort- 
gagor’s last recognition of right of redemption. 

Maryland: Right of redemption as provided in decree, 

Massachusetts: Foreclosure absolute 3 years after peaceable entry under 
certain conditions. If mortgagee refuses redemption tender, mortgagor may, 
within 1 year after tender, commence suit for redemption. No redemption from 
sale under power. 

Oregon: 10 days under certain conditions. 

Vermont: Redemption period fixed by decree, usually 1 year. 


B. Redemption within 6 months 


Arizona, Colorado, Utah, Wyoming (plus 3 months for creditor). 


C. Redemption within 9 months 

New Mexico. 
D. Redemption within 12 months 

Alaska, Arkansas (with exceptions), California (except none from trustee’s 
sale), Canal Zone, Idaho, Iowa, Kentucky (with exception depending on ap- 
praised value), Maine (except none from trustee’s sale), Michigan (except 6 
months from trustee’s sale), Minnesota, Missouri (1 year from trustee’s sale, 
but none from judicial sale under certain conditions), Nevada, New Jersey 
(with exceptions), North Dakota, Rhode Island (with exceptions), South 
Dakota (with exceptions), Virgin Islands, Washington, Wisconsin (1 year from 
sale under power, but none from judicial sale). 
E. Redemption within 15 months 

Illinois (except none from strict foreclosure, seldom used). 
F. Redemption within 18 months 

Kansas (with exceptions). 
G. Redemption within 2 years 

Alabama, Tennessee (unless waived in deed of trust). 


Mr. Weaver. And perhaps a list of the States on this redemption. 
Mr. Epmonpson. I think if you do have information relating to 
what States do have redemption rights that tie directly into this pic- 
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ture, it would probably be helpful, too, if you would let the committee 
have that. 

Mr. Sweeney. All right. Mr. Chairman, if you wish, I would be 
glad to give you the survey broken down by States and annotate the 
redemption period and statutory period. 

Mr. Epmonpson. I think that would be very fine. We would like 
to have that for this hearing. 

Mr. Sweenry. Now, in connection with the direct loan program, I 
would like to report that the Congress last year, under the Housing 
Act of 1954, formulated the voluntary home mortgage credit pro- 
gram. That program has been activated, and I think 14 of the 16 
regional committees are now underway. 

I would like to report that we are cooperating with that committee 
to the extent that we are now referring all direct loan applications to 
that committee, except that in certain areas where we have a large 
waiting list, we are only referring the oldest cases that we have on 
hand. 

Now, as you well know, that is a program that was originally spon- 
sored by the life insurance companies, with the idea that they were 
going to make all the loans in the rural and semirural areas, with the 
idea that they ultimately would dispense with the direct lending of 
the Government, both as to the direct loan program of the VA and 
any secondary financing with respect to the Federal National Mortgage 
Association. 

I have not received the program’s most recent report, but the latest 
T have is that they have made two loans, as, I think of the middle of 
February. They are now receiving or are about to receive about 8,000 
direct loan applications that have been on the VA waiting list. That 
is 8,000 out of 22,000 veterans who have expressed a wish or are on our 
waiting list now. 

There is every indication that the home mortgage credit program 
people are going to move to make those loans. 

Now, unfortunately, in some areas, we have run into a problem 
where the closing costs that are required by the lenders brought about 
a situation where some veterans have refused to pay those closing 
costs, although no more than what is permissible on GI loans in an 
effort to get a “turndown” for a GI loan so that they could come in 
and get a direct loan. 

We have also observed in some areas that with respect to the dis- 
counts I mentioned earlier, some brokers or sellers and builders refuse 
to pay the discount in eligible direct loan areas even though they 
would pay them in nearby metropolitan areas in connection with 
guaranteed loans. 

We have recently issued a directive pointing out that just because 
the veteran refuses to pay those closing costs or the builder or seller or 
realtor refuses to pay the discount on a guaranteed loan, that would be 
no justification for us to make a direct loan. 

Now, it was the intent initially that as long as private lenders would 
make loans in these rural areas, we would terminate or deactivate as 
a direct loan area. 

Now, the extent of cooperation, in the matter of referring direct loan 
applications to the committee—we give them 20 days to pass upon 
it, and if they can find a lender to make it on the normal terms the 
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same as the city or town in the metropolitan areas, well and good— 
otherwise we will go ahead and make the direct loan. If guaranteed 
loans would be made except for the fact that builders or brokers refuse 
to pay the discounts which prevail in nearby metropolitan areas, we 
will not make direct loans. 

I want to point out that we will cooperate with the regional com- 
mittee to make sure that if private lenders want to get into these areas 
and make the loans on the same terms as guaranteed loans are being 
made in nearby metropolitan areas, we will go forward and refer 
direct loan applications to them. 

Mr. Chairman, that is the summary. I would be glad to answer any 
questions on the matter. 

As far as the 1955 outlook is concerned, I think that we will do about 
the same or maybe a little more business this year. 

Now, with respect to the situation in our field offices, I would like 
to call your attention to the fact that we are not current, by any means. 
We have had this unprecedented filing of loan applications and re- 
quests for appraisal. On the average, we are 5 weeks behind in proc- 
essing appraisals and 214 weeks in processing applications either on 
prior approval or issuing our guaranty certificate. 

I might add that the ‘Deputy Administrator, Mr. Stone, in the last 
5 or 6 months, has given the regional offices authorization to increase 
personnel. I facetiously referr ed to the fact that he is on his w ay to 
the North Pole, by virtue of the fact that we are overspending our 
budget. But since last March, we have increased our personnel con- 
siderably. We had 2,694 on the roll in the regional offices and now 
have about 3,436. 

In order to implement our rosters of fee personnel, on whom we 
rely with respect to appraisals, we have increased our staff from 
5,394 last March to 6,100, or an increase of 607. 

On our fee cempunnee inspectors, we have increased our staff from 
2,464 last March to 2,877 this January, or an increase of 413. We have 
also attempted to streamline our procedures and have authorized our 
regional offices to make necessary exceptions or modifications to our 
procedures in an effort to expedite processing. One example is that 
we will take the certification of registered architects or engineers 
with respect to land planning and plans and specifications. 

We have asked the offices where they have good competent fee per- 
sonnel that they can rely on to hire them on contractural service basis. 

Aside from the increase in personnel, we have granted many, many 
hours of overtime. However, with the volume being maintained, al- 
though we have made a dent in it insofar as giving some service, it 
seems as though, if this volume continues, we are still going to have 
to have additional personnel. 

The Deputy Administrator still, as I say, has the bankbook open, 
and even though we do authorize the additional personnel out there, 
we have diffic -ulty in finding competent and trained personnel. I 
imagine that will become more acute. 

I notice one other Government agency here now is in the same situa- 
tion of trying to recruit the same kind and caliber of personnel that 
we need. However, we will move along and do our best. 

Mr. Epmonpson. Does that complete your statement, sir ? 

Mr. Sweenry. Yes, Mr. Chairman. 


60285—55——3 
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Mr. Epmonpson. Mr. Ayres, do you have any questions / 

Mr. Ayres. What steps are you ‘taking to speed up the time that it 
takes to handle these loans? The main criticism we are getting from 
areas out in the Middle West is the length of time it takes from the 
time the veteran wants to buy the house until he finally gets it handled 
through the VA office. 

Mr. Sweeney. Well, Mr. Congressman, I might say that when we 
reviewed some of our operations in the field offices, we found the blame 
is not all onthe VA. 

Take a committee appraisal where a builder is building 25 to 150 
units. In many instances we find that much as the builders, through 
their trade organizations or their committees, try to educate their 
members to properly file their papers, we find in many, many offices 
they are incomplete, and as a result the VA gets blamed for it. And 
that is particularly true with the small builder remote from the 
regional office, where he does not have the opportunity to walk in, sit 
down with the boys, and go over his plans and specifications. They 
have to send the plans and specifications back and ask for additional 
information. 

Now, that is one area where maybe we are unjustifiably criticized. 
Just because they register the papers with us, and then we have to ex- 
amine them and contact them for additional information, there is a 
lot of delay. 

Now, I have found in those offices where the builders are on their 
toes, where they have a competent staff and they know our require- 
ments, I notice there has been a big improvement in the last 3 or 4 
months. 

Again, there are some builders who with respect to their land plan- 
ning , do not do all the necessary preliminaries. In fact, I think there 
is an imposition put on our staff as to the giving of technical advice. 

In some offices. we even have to go so far as to give architectural 
advice. Weare not in a position to do that. However, we get blamed, 
and it does cause considerable delay in some of our offices. 

Mr. Ayres. What would you say was a fair length of time to get a 
transaction handled, assuming all of the papers were in good order ¢ 

Mr. Sweeney. Well, Mr. Congressman, our target date—take the 
two cases—on an existing house: If the request for an appraisal comes 
in, it ought to be assigned to a fee appraiser within 24 hours, not longer 
than 2 work days. Allowing mailing time to the fee appraiser, and 
letting him have 5 work days to get his report back in, and another 
day for mailing. if it is remotely removed from the office, and having 
that report reviewed and the issuance of our appraisal report, our 
Form 1843—I would think on elapsed time it ought not to take more 
than 214 weeks. We have tried to have our internal operation with 
respect to review in the office not longer than 5 days. 

ina when you get into committee appraisal, let us assume that the 
engineering details for the land planning, site inspection, have been 
approved in advance and the builder comes in with a 500 unit or 400 
unit project, with 4 or 5 types of houses, and he has cleared his engi- 
neering detail with the local authorities with respect to sanitation and 
drainage. When that request comes in, there ought to be simultaneous 
processing out there with respect to our take-off of cost figures, send- 
ing that on to the committee of fee appraisers, and the committee 
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ought to have anywhere from 5 to 8 work days. That report should get 
back into our office if they do things simultaneously there in a matter 
of 3 weeks, and in 314 weeks the builder ought to have his master 
certificate of value. 

Mr. Ayres. That is an awfully pretty story, but I do not think it is 
happening, sir. 

Mr. Sweeney. Well, Mr. Ayres, I will admit that in some offices 
they may be doing some extra checking. Apparently they are bothered 
by folks coming in and taking up their time, and by telephone calls. 

I might add ‘that we have asked the regional managers to shut down 
the phones, to stop builders coming in and t: iking up 3 and 4 hours of 
a technician’s time. 

And there has just been a recent issue that went out over the Deputy 
Administrator’s signature again, “Let us have 1 hour for interviews 
and the other 7 hours for doing the technical review work.” 

Mr. Ayres. I think where we get ourselves into difficulty is that 
there are many cases that are classified as emer gency where the fellow 
is being evicted from rental property and sees the home he w ants, and 
it is anywhere from 6 weeks to 3 months, in many cases. before he gets 
action on it. 

Mr. Sweeney. Well, that may be true. I think sometimes, where 
you mention the fact of getting evicted—sometimes those are self-in- 
flicted situations. 

The real estate broker has the boys sign up, and in the anxiety to 
make a sale, he promises them everything, and when it gets into our 
shop, it could be, in some of the offices where they are backlogged, they 
are not properly organized. Now. we are moving up on that. 

I hope that within the next 60 days we are on the target dates that 
I have described here a moment ago. 

Now, there are some cases where there is a disagreement about valu- 
ations. Another factor there enters into it. Sometimes the veteran 
does not know what goes on. He may have signed up for $10,000, and 
we may have appr aised it for $8,000. The broker or the lender never 
disclosed to him that there are some discussions going on with the VA. 
And, again, some folks exaggerate and dramatize these situations. 

T have looked into many complaint cases that have been referred here 
to Washington. In fact, in the local office here recently we found 
complaints where the requests for appraisal had not yet landed in our 
office. 

Mr. Ayres. Are your offices so departmentalized that a sale of an 
existing property is handled by a different group than a project re- 
quest ? 

Mr. Sweeney. I would think, as far as a request for an existing house 
appraisal is concerned, that it could be immediately assigned to a fee 
appraiser. 

Mr. Ayres. Those are the ones we get criticized for, the ones that 
are not involved in any project, where the builder is not waiting for 
any approval or prior commitment or certificate of reasonable value. 
It is usually the individual sale. My question is: Would it be possible 
if those were channeled into a different organization within the de- 
partment, so that those could be handled more rapidly ? 

Mr. Sweenry. W ell, yes. I do not see any reason why not. In fact, 
we have a telephone emergency procedure that has been authorized in 
these offices. In the event a veteran went out on some Saturday after- 
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noon or Sunday afternoon and he had an emergency case, he could 
go to the lender, or he could send in the request himself, and they 
could telephone an appraiser and get his offhand opinion, and then 
wait a couple of days to get his report in. 

I do not know how effective that is going to be in the offices, but they 
are licensed to do that out there. 

Now, with respect to your question about existing housing, I see no 
reason for unusual delay, when those requests come in; because they 
are immediately assigned to an appraiser. 

Mr. Ayres. Is there a shortage of appraisers? 

Mr. Sweeney. Well, yes, in some areas, with the volume of business 
coming in, the workload that we have imposed on them may delay the 
time of the report. 

Now, I don’t know. I don’t have any statistics, or I don’t know inti- 
mately just what the situation is now, but last spring we asked the 

regional managers to build up these r osters. 

Mr. Ayres. If I were to make the statement in northeastern Ohio 
that any GI or real estate organization that was having difficulty get- 
ting their loans through should please contact me, I imagine I would 
get 500 requests in 24 hours. It is that slow. 

Now, if I do that, to notify the Cleveland office that we have all 
these emergencies and they are on my neck, would that be a legitimate 
order ? 

Mr. Sweeney. The question is: What is an emergency ? 

Mr. Ayres. Well, they have been waiting, lots of them, for 5, 6, and 
7 weeks to get action. 

Mr. Sweeney. Well, now, let me analyze that. If the veteran signs 
up to buy a house, and he, thr ough the lender or the broker or through 
himself, sends in a request for appraisal, I would say he ought to get 
that report back allowing time for mailing within 3 weeks. Actually, 
the appraisal may come back not satisfactory to the broker or the 
lender, and the veteran may never see it. Maybe we have appraised it 
at less than the selling price. Maybe by the time they get through on 
the telephone and get what isa satisfactory appraisal, that would really 
establish the v: alue, another week or 10 days could elapse, particularly 
if it is remotely removed. 

Referring to Ashtabula or Conneaut or Youngstown, I could see 
there might be some time that would elapse there in mailing, contact- 
ing the fee appraiser, and it could be possible that it would be an- 
other week or 10 days. So you would have 5 weeks going by. 

Mr. Ayres. I am primarily interested in Akron. They are the 
only ones that vote for me. 

Mr. Sweeney. I do not know what the situation is in the Cleveland 
office now. I do know that there has been some improvement out 
there. 

Mr. Ayres. They have been very cooperative. The story we get 
from them is that it is a lack of personnel. The stack is just so high, 
and they do not have the people to get down to the bottom of the stack. 

Mr. Sweeney. Perhaps it isa lack of personnel. 

Mr. Ayres. Your budget will stand more personnel ? 

Mr. Sweeney. No; it will not. That is what I facetiously referred 
to a while ago. However, that is the gamble that the Administrator 
and Deputy Administrator are taking. 
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Mr. Sronre. I might add, Mr. Ayres, that we are in the neighbor- 
hood of $4 million overspent on what the Congress allowed us for loan 
guaranty. They did not specify that it was for loan guaranty, but 
we are using other funds. And it may be necessary to come in for a 
supplemental. 

However, through other savings, we are hopeful that we can get 
through the year without asking for a supplemental. But we don’t 
know. 

Mr. Ayres. Then about the only thing we can report to our people is 
that you are trying. 

Mr. Sronr. Mr. Ayres, the Cleveland office I happen to know a 
good deal about. Of course, we have had a great deal of personnel 
troubles up there. The loan guaranty officer “and chief of appraisal 
have changed several times in the last year and a half. There is a 
great lack of people who can come in and do the appraisal work 
within the office, the construction analyst, and so forth. The people 
who are able to do those jobs can really get outside appraisal assign- 
ments and make a lot more money. 

We are handicapped by a salary bracket, too. And, of course, one 
other item in there is that we have set a general limit of a thousand 
dollars a month for our appraisers. We are not arbitrarily holding 
them to that. We do grant exceptions, some make $1,500 a month 
and higher. Though we were very severely criticized last year by 
a Senator 

Mr. Ayres. You mean the individual appraiser ? 

Mr. Stone. The individual appraiser. They are all making in the 
neighborhood of $1,000 or $1,500 a month, some of them more than 
that. And it is rather a serious problem in the Cleveland area to get 
compliance inspectors, too, because all the carpenters, all the con- 
tractors, everybody, are working, and those are the people we need to 
do that type of work. 

Mr. Ayres. It would be a good part-time job for a Congressman, 
would it not / 

Mr. Stone. Yes, sir. 

Mr. Epmonpson. Mr. Weaver? 

Mr. Weaver. Yes, Mr. Chairman. I would like to ask a question. 
With respect to the present veteran loan program, what do you feel are 
your major problems and shortcomings, if any ¢ 

Mr. Sweeney. Mr. Congressman, the big problem right now is ren- 
dering expeditious service in an attempt to meet the target dates that 
we have prescribed. As you well know, we are having unprecedented 
filings, both for requests for appraisal and loan applications. In- 
asmuch as we have attempted to license the officers out there to make 
modifications or attempted to give them additional personnel over- 
time, the volume still continues to rise. 

Now, I hope there will be some other relief to put on additional 
personnel out there. 

The other area is, again, trying to reeducate the builders and some 
classes of lenders that are in and out of the program of what our 
requirements are. 

We have called on the Home Builders Association and, through 
their regional committees, attempted to get the builders to properly 
file. 
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I might add that one of the problems that aggravate these areas of 
delay is that in this competitive situation you will find that builders, 
even though they have properly filed, will try to change his specifica- 
tions to get in a better competitive area, or he is putting something 
else on to try to make sales, and they harass the office to death either 
by telephone or personal visit wanting to change their planning. 

So, actually, instead of having 1 filing and letting the office move 
along, you may have 6 or 7 changes, depending on the market. 

We hope, and we have assurances from the home builders, that they 
are going to try through their various organizations to educate the 
folks out there. 

Those are the two primary problems: Personnel, and then trying 
to reeducate the builders and asking them to forego coming into our 
office and annoying us for changes. Other than that, I don’t think 
that we have any major problem. 

Mr. Stone. Mr. Weaver, our people are meeting with these building 
associations constantly and with their directors or heads of their out- 
fits. And in many cases now the trade association itself is hiring an 
individual that the builders, the individual builders, can bring their 
stuff to, and he will package it and get it handled properly. 

But, unfortunately, all of the builders associations do not have 
the funds or do not have the desire to do that; though they have coop- 
erated wonderfully well. 

We have taken every possible means to expedite it. We know it 
is serious. We know that some of our offices are worse than others. I 
think we have lost 7 or 8 of our loan guaranty officers by death. Most 
of that could be properly charged to overwork. We have 17 of them 
that are 67 years old, and the people in Washington come down nights, 
come down Saturdays, and come down Sundays, without paid over- 
time. And that is true all over the Nation. They are working their 
hearts out to try to keep up with this tremendous load that has been 
dumped on us. It is just like it was in 1946, when all the veterans 
moved in. 

Mr. Ayres. The economic conditions are pretty good, are they not? 

Mr. Stone. That is right. 

Mr. Epmonpson. Mr. Sweeney, I am looking at some figures here 
that show farm loan guaranty activity, 1947 to 1954. They show a 
volume of loans in 1947 of 19.800. going down to 10.400 in 1948, to 
5,200 in 1950, to 2,000 in 1952, to 1,482 in 1954. Now, would you say, 
under those figures, that we had an adequate farm guaranty program, 
farm loan guaranty program ? 

Mr. Sweeny. Well, Mr. C ongressman, I would not know what the 
demands are on the part of the veterans. As to what you stated there, 
in the early days of the program we did have a high level of loans, 
A lot of the boys were coming back from the service, and some of them 
wanted to 4 back on the farm. Now I think there is an exodus from 
the farm. I don’t know. But we have not had too many complaints 
from veterans individually or collectively or through any of the organ- 
izations that called that to our attention. 

There are a few isolated cases, but we have not found a great many 
that called to our attention a great demand for farm loans. 

Mr. Epmonpson. Has your pattern of decline on your nonfarm loan 
guaranty figures been the same? Have you had as radical a reduction 
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in your nonfarm loan guaranty figures as you have had in your farm 
loan guaranty figures? 

Mr. Sweenry. No. The farm realty loan program? Is that what 
you are referring to, Mr. Chairman ? 

Mr. Epmonpson. This combines realty and nonrealty farm loans. 

Mr. Sweeney. The realty loans have fallen off materially. 

As far as the nonrealty loans are concerned, they have declined, but 
not at the same rate as the realty loans. 

Mr. Epmonpson. I am entirely in agreement with you that there 
has been an exodus from the farm to some extent, and that may account 
to some extent for this. On the other hand, the failure to provide an 
adequate program for farm loans, realty and nonrealty, may be in part 
a factor in these young men leaving the farms, too. And that is some- 
thing that we are trying to get at and intend to get at sometime during 
this session. 

I also wonder if you feel that we have an adequate home-loan pro- 
gram for our minority groups in the country. Do you feel that your 
minority groups are getting housing under this farm-loan program ? 

Mr. Sweeney. Mr. C hairman, we keep no records of whether we are 
making a loan to any nationality or any color. 

Mr. Epmonpson. I am aware of that. You do not indicate that on 
your records. But you stated a minute ago that you had not received 
uny complaints on this question of your farm loans. 

Can you say the,same thing about your minority groups? Are you 
receiving no complaints that your Negroes in some sections are finding 
it impossible to get loans of any kind for housing ¢ 

Mr. Sweeney. W ell, Mr. Chairman, we have some indication that 
there is not available housing for minority groups. That would in- 
clude Negroes, Mexicans, and ‘Puerto Ricans. 

Now, as to the extent that the demand is being satisfied, I would not 
know. I would only know that there are certain representatives of 
the minority groups that are indicating that the housing is not suffi- 
cient. We have had some meetings with the groups that I personally 
did not attend, but I do know they are anxious to have comparable 
housing at the same price levels. 

We also know that in some areas, as to price range, with respect to 
income, there is a demand for good housing for those groups, partic- 
ularly where they are living around industry, in the Southeast, the 
west coast, and some parts of the Northern States. The building in- 
dustry has indicated to their members that they should look forward 
to that market, both from the standpoint of price range and availa- 
bility. However, there are other people who disagree with that ap- 
proach, That isa difficult problem. 

Mr. Epmonpson. I did not mean to put you on the spot as to your 
feelings on the subject necessarily, but I am sure that your experience 
is the same as mine, and that is that complaints are coming in as to 
the difficulty of some of these groups in getting any kind of a housing 
loan, either direct or loan guaranty provision, either one. 

Mr. Sweeney. Well, now, I might add, as you are well aware, Con- 
gressman, that the voluntary home-mortgage credit committee has a 
plan to take care of the minority groups in any area, metropolitan or 
rural or semirural. Just how far they have advanced in that, I do 
not know. I have not seen any of their reports. 
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Mr. Ayres. Do you think it would be feasible to expand the direct- 
loan program to minority groups in the event financing does not 
become available through existing organizations ¢ 

Mr. Sweeney. Mr. Ayres, I think that is a matter for determination 
by the Congress. If private industry is not in the position to finance 
them, either through the voluntary home-mortgage credit committee 
or otherwise, then, if there is that need, I think that would be some- 
thing for the Congress to determine. There isa demand. 

As you well know, in our direct-loan program, we do not allocate 
any money for minority groups per se. 

Mr. Weaver. This extension of credit perhaps to minority groups 
through the voluntary home-mortgage credit committee just was ini- 
tiated? Is that correct? That was my understanding from a circular 
we received on it. 

Mr. Sweeney. Yes, Mr. Congressman. Now, as I said, 14 of the 
regional committees have been activated beginning in January or 
February. Now, I think they are underway. I have not heard any 
reports from the executive secretary. 

Mr. Weaver. That was what I wondered, as to what progress they 
were making. 

Mr. Sweeney. Well, they are just getting organized, and as you 
well know, by the time they get their personnel and procedures out, 
time flies, and I think they are underway now. 

Mr. Epmonpson. I wonder if the staff has any questions. 

Srarr Drrecror. Mr. Chairman, we seek further elaboration on the 
question of the personnel problem. 

You stated that you are now overspending your budget, or at least 
the allocation in the budget justification for loan- guaranty personnel, 
and that it might be necessary to seek a supplement: al appropriation. 

Was this problem raised or discussed in detail at the appropriation 
hearings last week by VA personnel ? 

Mr. Srone. Yes, sir, it was; not in detail. 

Srarr Drrecror. Was it discussed in as much detail, the nature of 
the problems confronting you, as has been discussed this morning? 

Mr. Sronr. In part; not as elaborate as we have been discussing it 
here this morning. 

Srarr Direcror. Do you receive any indications from either the 
Bureau of the Budget or the Appropriations Committee that the sit- 
uation might be solved for you in the next fiscal vear ? 

Mr. Stone. Yes, sir. 

Srarr Drrecror. So, primarily, it is a question of getting through 
this fiseal year at the present time? 

Mr. Stonr. Yes. That is right. 

Srarr Direcror. Then you mentioned the difficulty that you are 
experiencing in hiring qualified people, and that relates, of course, to 
classification and the amount of : salary that you pay. In 1952, a con- 
gressional committee recommended that the classification for most 
loan-guaranty personnel be raised, and as I understand it, at that time 
an attempt was made to secure some upgrading of these positions. 

Are there any discussions under foot now, or are there any plans at 
hand, to attempt to secure any upgrading of these technical positions ? 

Mr. Swreenry. Mr. Meadows, the VA classification has upgraded 
several officers with respect to the technical position in the Appraisers’ 
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Section, with which we are primarily concerned, and the personnel 
office has also had conferences with the Civil Service Commission, and 
I understand with respect to the trainee program that we are develop- 
ing they are going to bring in trainees at the top of grade 5 or grade 
¢; and then also increase the level of journeyman jobs. 

I do not know in detail just how effective that would be, but there 
are steps being taken to increase the level of pay, both gradewise, for 
the top technicians, and for the journeymen in our training program 
that we have been trying for the last year to activate. 

Srarr Direcror. But you are not in a position to speculate as to 
the possibility of success or when we might have a definite caange in 
this picture ? 

Mr. Sweeney. No, sir. 

Mr. Stoner. We have been fairly successful insofar as we have gone. 
We are now going into the other grades with the classification, and 
we are very hopeful. 

Srarr Drrecror. Mr. Sweeney, you used the figure of $3514 million 
in referring to direct-loan mortgage paper that has been sold. Is that 
a cumulative figure ? 

Mr. Sweeney. Yes, sir. 

Srarr Direcror. That is a total since the program was initiated 
about 5 years ago ? 

Mr. SWEENEY. Yes, sir. 

Srarr Drrecror. I wonder how much direct-loan mortgage paper 
has been sold during the last calendar year or current fiscal year 
whichever figures may have been kept ? 

Mr. Sweeney. During the calendar year 1954, I imagine about 
twenty-four million. 

Srarr Drrecror. In fiscal year 1955, or calendar year? 

Mr. Sweeney. Calendar year, 1954. I might add that December 
was the largest month we had. We sold about $7 million. And I think 
the greater ‘bulk of that were the direct loans in the State of Wisconsin. 
Our total sales in December were $7 million. 

Starr Direcror. Do the funds raised from those sales go back into 
the direct loan fund for redistribution ? 

Mr. Sweeney. What we do is deduct from our authorization. 

In other words, to date I think we have authorization or will have 
as of June 30 for about $525 million. But that total includes proceeds 
from the sale of direct loans—some $35 million to date. In other 
words the amount drawn on the Treasury will be reduced by the 
amount of sales. 

SrarF Direcror. Then we have an authorization of $150 million 
for the current fiscal year ? 

Mr. Sweeney. That is correct. 

Starr Drrecror. Are you saying that that $714 million realized 
from the sale of direct loan paper is not added to this $150 milton for 
reloan purposes ? 

Mr. Sweeney. That’s right. In other words, we have $150 million, 
and if we have sold $50 million, we would only draw out $100 million 
from the Treasury. 

Srarr Direcror. You mentioned earlier that there was some con- 
sternation among building or lending circles about the possibility of 
1.4 million starts and there was some discussion about the question of 
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instituting stiffer downpayment requirements. Does the Veterans’ 
Administration expect to take any sort of action to initiate require- 
ments for downpayments or shorten the mortgage term ¢ 

Mr. Srone. No, sir. We have no intention of doing it. However, 
if we are ordered to do it, that is a different thing. 

Srarr Director. Are there any discussions or conferences going on 
at the present time running toward that situation ? 

Mr. Stone. Mr. Sweeney has been representing us at the Economic 
Advisers. 

Mr. Sweeney. What they are concerned about is the number of 
housing starts in relation to increased population and family com- 
position. 

They are concerned about keeping the tempo of the building indus- 
try in line with reasonable marketing prospects, considering family 
composition and other factors. I do not think that there has been an 
actual housing inventory taken that would properly portray or put the 
picture in the r ight setting. I think there is a movement now to have 
such a survey made. What that sur vey develops will determine what 
action will come forward. 

Srarr Drrecror. Is it fair to say, then, that this question of limiting 
the amount of downpayment, the length of the mortgage term, is 
under active discussion in the administration ? 

Mr. Sweeney. No, sir. 

Srarr Drrecror. The discussions have been concluded ? 

Mr. Sweeney. No, sir. What they are attempting to do is make a 
survey and determine first of all what our vacancies are, what our 
housing needs are, what the prospect is, how the tempo in the building 
industry is going to move along It is only beginning to analyze the 
fact that in January you had 88,000 starts, and if that continues on, 
on a seasonally adjusted average, they would come out with 1,400,000. 

There are a lot of contingent things in the picture, including the 
availability of mortgage money. 

I think that some secondary investors have allotted all their money. 
I do not think that they are going to borrow on next year’s money. 

So that apparently the tempo of the building industry will slow 
down some. I feel confident that we are still going to be around a 
million units. And the question is whether we need any further slow- 
ing up. I do not know. But I think that the financial industry is 
cognizant of the situation, and that there will be a retardation in 
granting of credit, which, in itself, will slow it up. But we will still 
have around a million units. 

Now, to answer your question, with respect to whether there is any 
move with respect to imposing any credit controls or downpayment, 
I would not know. 

Srarr Direcror. When you say “they,” you mean the Council of 
Economic Advisers / 

Mr. Swreney. The Council of Economic Advisers. They are all 
studying the situation. 

Srarr Director. But specifically, so far as the VA is concerned, you 
have no plans to impose downpayments or shorten the mortgage term ? 

Mr. Sweeney. No, sir. And we do not have any plans. to require 
the veterans to pay loan closing costsincash. We have had some folks 
who have been querying us with respect to whether we are going to 
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require the veteran to pay the closing costs in cash? Now, admittedly, 
the present housing rate warrants watching. Our offices have been 
‘autioned that where there is an indication of surplusage that they 
restrict the issuance of CRV’s and only issue them when they have 
firmed up sales. 

But if there is any indication in the general areas of surplusages, 
they will just have to caution the builder. 

I might add for the record that in some areas we have increasing 
vacancies in rental units. I don’t believe it behooves us to regulate 
the economy of rental units where a veteran wants to buy a home and 
move out of a rental unit. 

Our answer to that is that if he can buy shelter and the house is 
there, we will go ahead and guarantee the loan. 

Mr. Epmonpson. Mr. Sweeney, on behalf of the subcommittee, I 
want to express thanks to you, and to you, Mr. Stone, for giving us so 
much helpful information. We appreciate it very much. 

The subcommittee will now be in recess subject to the call of the 
Chair. 

(Whereupon, at 10:50 a. m., the hearing was recessed, to the call 
of the Chair.) 
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THURSDAY, MARCH 17, 1955 


Houser or REPRESENTATIVES, 
COMMITTEE ON VETERAN’S AFFAIRS, 
SUBCOMMITTEE ON HowusIne, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9:35 a. m., in room 356, 
Old House Office Building, Representative Ed Edmondson, presiding. 

Present: Representatives Edmondson (presiding), Shuford, Ayres, 
and Weaver. 

Also present : Representatives Rogers, and Thornberry. 

Mr. Epmonpson. The subcommittee will come to order to consider 
H. R. 491 and related bills for amendment of the Servicemen’s Re- 
adjustment Act of 1944. 

(The bills are as follows :) 


[H. R. 98, 84th Cong., 1st sess.] 

A BILL To amend section 502 of the Servicemen’s Readjustment Act of 1944, so as to 
increase the maximum amount in which farm realty loans may be guaranteed there 
under 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 502 of the Servicemen’s Readjust- 

ment Act of 1944, as amended (38 U. 8S. C., sec. 694b), is amended by adding 
at the end thereof the following new subsection : 

“(c) Any loan made under this title to a veteran who has not previously availed 
himself of the benefits of this title for the purpose of purchasing land, or pur 
chasing or constructing any building, to be used in farming operations, the pro- 
ceeds of which loan are to be used for that purpose, may, notwithstanding 
the provisions of section 500 (a) relating to the percentage or aggregate amount 
of loan to be guaranteed, be guaranteed, if otherwise made pursuant to the pro- 
visions of this title, in an amount not exceeding GO per centum of the loan: 
Provided, That the amount of any such guaranty shall not exceed $7,500, less any 
amount with which the veteran’s entitlement for farm real-estate purposes is 
properly chargeable on account of prior loans, nor shall the gratuity payable 
under section 500 (c) exceed that which is payable on loans guaranteed in ac- 
cordance with the maximum provided for in section 500 (a).” 


[H. R. 145, 84th Cong., 1st sess.] 


A BILL To amend section 502 of the Servicemen’s Readjustment Act of 1944, so as to 
increase the maximum amount in which farm realty loans may be granted thereunder 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 502 of the Servicemen’s Re- 

adjustment Act of 1944, as amended (38 U. 8. C., sec. 694b), is amended by add- 
ing at the end thereof the following new subsection : 

“(c) Any loan made under this title to a veteran who has not previously 
availed himself of the benefits of this title for the purpose of purchasing land, 
or purchasing or constructing any building, to be used in farming operations, 
the proceeds of which loan are to be used for that purpose, may, notwithstanding 
the provisions of section 500 (a) relating to the percentage or aggregate amount 
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of loan to be guaranteed, be guaranteed, if otherwise made pursuant to the pro- 
visions of this title, in an amount not exceeding 60 per centum of the loan: 
Provided, That the amount of any such guaranty shall not exceed $7,500, less 
any amount with which the veteran’s entitlement for farm real estate purposes 
is properly chargeable on account of prior loans, nor shall the gratuity payable 
under section 500 (c) exceed that which is payable on loans guaranteed in ac- 
cordance with the maximum provided for in section 500 (a).” 


[H. R. 491, 84th Cong., Ist sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944, so as to authorize loans of 
farm housing to be guaranteed or insured under the same terms and conditions as apply 


to residential housing 

Be it enacted by the Senate and House of Representatives of the United States 
oj America in Congress assembled, That subsection (a) of section 501 of the Serv- 
icemen’s Readjustment Act of 1944 (38 U. S. C., sec. 694a) is hereby amended by 
striking out “purchasing residential property or constructing a dwelling to be 
occupied as his home or for the purpose of making repairs, alterations, or im- 
provements in property owned by him and occupied as his home” and inserting 
in lieu thereof “purchasing residential property (including a farm with a farm- 
bouse) to be occupied as his home, or constructing a dwelling (including a farm- 
house) to be occupied as his home, or for the purpose of making repairs, altera- 
tions, or improvements in property (including a farmhouse) owned by him and 


’ 


occupied as his home”. 


[H. R. 2626, 84th Cong., 1st sess. ], 


A BILL To amend section 502 of the Servicemen’s Readjustment Act of 1944, so as to 
increase the maximum amount in which farm realty loans may be guaranteed there- 


under 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 502 of the Servicemen’s Read- 
justment Act of 1944, as amended (38 U. 8S. C., sec 694b), is amended by adding 
at the end thereof the following new subsection : 

(c) Any loan made under this title to a veteran who has not previously availed 
himself of the benefits of this title for the purpose of purchasing land, or pur- 
chasing or constructing any building, to be used in farming operations, the pro- 
ceeds of which loan are to be used for that purpose, may, notwithstanding the 
provisions of section 500 (a) relating to the percentage or aggregate amount of 
loan to be guaranteed, be guaranteed, if otherwise made pursuant to the provi- 
sions of this title, in an amount not exceeding 60 per centum of the loan: Pro- 
vided, That the amount of any such guaranty shall not exceed $7,500, less any 
amount with which the veteran’s entitlement for farm real-estate purposes is 
properly chargeable on account of prior loans, nor shall the gratuity payable under 
section 500 (c) exceed that which is payable on loans guaranteed in accordance 
with the maximum provided for in section 500 (a).” 





[H. R. 4365, 84th Cong., 1st sess.] 


A BILL To amend section 502 of the Servicemen’s Readjustment Act of 1944, so as to 
eee the maximum amount in which farm realty loans may be guaranteed there- 
under 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 502 of the Servicemen’s Read- 

justment Act of 1944, as amended (38 U. 8S. C., sec. 694b), is amended by adding 
at the end thereof the following new subsection : 

“(c) Any loan made under this title to a veteran who has not previously availed 
himself of the benefits of this title for the purpose of purchasing land, or pur- 
chasing or constructing any building, to be used in farming operations, the pro- 
ceeds of which loan are to be used for that purpose, may, notwithstanding the 
provisions of section 500 (a) relating to the percentage or aggregate amount of 
loan to be guaranteed, be guaranteed, if otherwise made pursuant to the provi- 
sions of this title, in an amount not exceeding 60 per centum of the loan: Pro- 
vided, That the amount of any such guaranty shall not exceed $7,500, less any 
amount with which the veteran’s ent'tlement for farm real-estate purposes is 
properly chargeable on account of prior loans, nor shall the gratuity payable 
under section 500 (c) exceed that which is payable on loans guaranteed in accord- 
ance with the maximum provided for in section 500 (a).” 


fnony ee ee 
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(H. R. 5090, 84th Cong., 1st sess. ] 


A BILL To amend the Servicemen’s Readjustment Act of 1944, so as to authorize loans for 
farm housing to be guaranteed or insured under the same terms and conditions as apply 
to residential housing 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 501 of the Servicemen’s Read- 
justment Act of 1944 (38 U. 8. C., sec. 694b), is hereby amended by adding at the 
end thereof the following new subsection : 

“(c) Notwithstanding section 502 of this title, but subject to paragraphs (1), 
(2), and (38) of subsection (a) of this section, any loan made to a veteran under 
this title may be guaranteed if the proceeds thereof will be used for any of the 
following purposes : 

(1) To purchase a farm on which there is a farm residence to be occupied 
by the veteran as his home; 
“(2) To construct on land owned by the veteran a farm residence to be 
occupied by him as his home; or 
“(3) To repair, alter, or improve a farm residence owned by the veteran 
and occupied by him as his home. 
If there is an indebtedness which is secured by a lien against land owned by the 
veteran, the proceeds of a loan for the construction of a farm residence on such 
land may be expended also to liquidate such lien, but only if the reasonable value 
of the land is equal to or in excess of the amount of the lien.” 

Sec. 2. Subsection (b) of such section is hereby amended by inserting immedi- 

ately after “specified in subsection (a)” the following: “or subsection (c)”. 


[H. R. 5106, 84th Cong., 1st sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944, so as to authorize loans for 
farm housing to be guaranteed or insured under the same terms and conditions as apply 
to residential housing. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 501 of the Servicemen’s Readjust- 
ment Act of 1944 (38 U.S. C., sec. 694b), is hereby amended by adding at the end 
thereof the following new subsection : 

“(c) Notwithstanding section 502 of this title, but subject to paragraphs (1), 
(2), and (3) of subsection (a) of this section, any loan made to a veteran under 
this title may be guaranteed if the proceeds thereof will be used for any of the 
following purposes: 

(1) To purchase a farm on which there is a farm residence to be occupied 
by the veteran and his home; 
“(2) To construct on land owned by the veteran a farm residence to be 
occupied by him as his home; or 
(3) To repair, alter, or improve a farm residence owned by the veteran 
and oceupied by him as his home. 
If there is an indebtedness which is secured by a lien against land owned by the 
veteran, the proceeds of a loan for the construction of a farm residence on such 
land may be expended also to liquidate such lien, but only if the reasonable value 
of the land is equal to or in excess of the amount of the lien.” 

Sec. 2. Subsection (b) of such section is hereby amended by inserting immedi- 

ately after “specified in subsection (a)” the following: “or subsection (c)”. 





[H. R. 5107, 84th Cong., 1st sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944, so as to authorize loans for 
farm housing to be guaranteed or insured under the same terms and conditions as apply 
to residential housing 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 501 of the Servicemen’s Read- 

justment Act of 1944 (38 U. S. C., sec. 694b), is hereby amended by adding at the 
end thereof the following new subsection : 

“(c) Notwithstanding section 502 of this title, but subject to paragraphs (1), 
(2), and (3) of subsection (a) of this section, any loan made to a veteran under 
this title may be guaranteed if the proceeds thereof will be used for any of the 
following purposes : 

“(1) To purchase a farm on which there is a farm residence to be occu- 
pied by the veteran as his home; 
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“(2) To construct on land owned by the veteran a farm residence to be 
occupied by him as his home; or 
“(3) To repair, alter, or improve a farm residence owned by the veteran 
and occupied by him as his home. 
If there is an indebtedness which is secured by a lien against land owned by the 
veteran, the proceeds of a loan for the construction of a farm residence on such 
land may be expended also to liquidate such lien, but only if the reasonable value 
of the land is equal to or in excess of the amount of the lien.” 
Sec. 2. Subsection (b) of such section is hereby amended by inserting im- 
mediately after “specified in subsection (a)” the following: “or subsection (c)”. 





[H. R. 5116, 84th Cong., Ist sess. ] 

A BILL To amend the Servicemen’s Readjustment Act of 1944, so as to authorize loans for 
farm housing to be guaranteed or insured under the same terms and conditions as apply to 
residential housing 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 501 of the Servicemen’s Read- 

justment Act of 1944 (38 U. 8. C., sec. 694b), is hereby amended by adding at 
the end thereof the following new subsection : 

“(c) Notwithstanding section 502 of this title, but subject to paragraphs (1), 
(2), and (3) of subsection (a) of this section, any loan made to a veteran under 
this tithe may be guaranteed if the proceeds thereof will be used for any of the 
following purposes : 

“(1) To purchase a farm on which there is a farm residence to be occu- 
pied by the veteran as his home, 

“(2) To construct on land owned by the veteran a farm residence to be 
occupied by him as his home, or 

“(3) To repair, alter, or improve a farm residence owned by the veteran 
and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by 

the veteran, the proceeds of a loan for the construction of a farm residence 

on such land may be expended also to liquidate such lien, but only if the reason- 
able value of the land is equal to or in excess of the amount of the lien.” 

Sec. 2. Subsection (b) of such section is hereby amended by inserting imme- 
diately after “specified in subsection (a)” the following: “or subsection (c)”. 





[H. R. 5117, 84th Cong., 1st sess.] 

A BILL To amend the Servicemen’s Readjustment Act of 1944, so as to authorize loans for 
farm housing to be guaranteed or insured under the same terms and conditions as apply 
to residential housing 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 501 of the Servicemen’s Read- 

justment Act of 1944 (38 U. S. C., sec. 694b), is hereby amended by adding at 
the end thereof the following new subsection : 

“(c) Notwithstanding section 502 of this title, but subject to paragraphs (1), 
(2), and (3) of subsection (a) of this section, any loan made to a veteran 
under this title may be guaranteed if the proceeds thereof will be used for any 
of the following purposes : 

“(1) To purchase a farm on which there is a farm residence to be occu- 
pied by the veteran as his home; 

“(2) To construct on land owned by the veteran a farm residence to be 
occupied by him as his home; or 

“(3) To repair, alter, or improve a farm residence owned by the veteran 
and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by 

the veteran, the proceeds of a loan for the construction of a farm residence on 

such land my be expended also to liquidate such lien, but only if the reasonable 
value of the land is equal to or in excess of the amount of the lien.” 

Sec. 2. Subsection (b) of such section is hereby amended by inserting im- 
mediately after “specified in subsection (a)” the following: “or subsection (c)”. 
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[No. 50] 
COMMITTEE ON VETERAN’S AFFAIRS, HOUSE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., March 16, 1955. 
Hon. Orin E, TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. 

Dear Mr. Teague: Further reference is made to your request for reports by 
the Veterans’ Administration on H. R. 98, H. R. 145, H. R. 2626, and H. R. 4365, 
84th Congress, identical bills, to amend section 502 of the Servicemen’s Readjust- 
ment Act of 1944, so as to increase the maximum amount in which farm realty 
loans may be guaranteed thereunder. (Note.—The word “granted” appears in 
the title of H. R. 145 in lieu of the word “guaranteed.” ) 

The purpose of these measures is to amend section 502 of the Servicemen’s 
Readjustment Act so as to raise the amount of guaranty by the Veterans’ Admin- 
istration on loans for the purchase of farmland, or the purchase or construction 
of farm buildings, from the existing guaranty maximum of 50 percent of the 
loan, but not to exceed $4,000, to a new maximum of 60 percent of the loan or 
$7,500, whichever is less. The increase in the amount of ioan guaranty under 
these bills would apply only on loans made to those veterans who have not pre- 
viously received any farm realty benefits under section 502 of the Servicemen’s 
Readjustment Act, and the amount of guaranty would be reduced by the amount 
with which the veteran’s entitlement for farm real estate purposes is properly 
chargeable on account of prior loans. 

The bills also provide that there would be no increase in the amount of gratuity 
payable by the Veterans’ Administration to be credited on a veteran’s loan account 
over the present maximum of $160 (i. e., 4 percent of the existing $4,000 loan 
guaranty maximum). In this connection it may be observed that, as the com- 
mittee is undoubtedly aware, all gratuity payments were suspended during the 
period from September 1, 1953, to June 30, 1954, pursuant to a provision in the 
Second Independent Offices Appropriation Act, 1954, Public Law 149, 83d Con- 
gress, approved July 27, 1953. This suspension was carried forward on a per- 
manent basis by a provision of the Independent Offices Appropriation Act, 1955, 
Public Law 428, 838d Congress, approved June 24, 1954. 

Under the Servicemen’s Readjustment Act as originally enacted (Public Law 
346, 78th Cong., approved June 22, 1944), the rate of guaranty on all eligible 
loans was placed at 50 percent of the amount of the loan, with a maximum 
guaranty of $2,000. This maximum was liberalized in the case of real-estate 
loans to 50 percent, but not exceeding $4,000, by Public Law 268, 79th Congress, 
approved December 28, 1945. 

Section 501 (b) of the Servicemen’s Readjustment Act, which was added by 
section 301 (d) of the Housing Act of 1950 (Public Law 475, 81st Cong., approved 
April 20, 1950), and amended by section 618 (b) of the Defense Housing and 
Community Facilities and Services Act of 1951 (Public Law 139, 82d Cong., 
approved September 1, 1951), increased the amount of the Veterans’ Adminis- 
tration guaranty to 60 percent but not to exceed $7,500, subject to deduction of 
guaranty entitlement properly chargeable for real-estate purposes on account of 
prior loans, on any loan for the purchase or construction of a house in any case 
where the eligible veteran had not, subsequent to the enactment of Public Law 
475, availed himself of his eligibility for the purpose of securing a guaranteed 
loan to purchase or construct a house. Section 501 (b) was further amended 
by section 803 of the Housing Act of 1954 (Public Law 560, 88d Cong., approved 
August 2, 1954) so as to make an aggregate maximum guaranty of $7,500, but 
not over 60 percent of a loan, available to all eligible veterans for loans to pur- 
chase, construct or repair, alter or improve, a home. This amendment removed 
the requirement of Public Law 139, 82d Congress, which had limited the higher 
guaranty to eligible veterans who had not availed themselves of eligibility for 
home-loan purposes subsequent to the enactment of Public Law 475, 81st Con- 
gres, approved April 20, 1950. 

Compared to the number of home loans guaranteed, the volume of farm loans 
has always been very small. From the initiation of the loan-guaranty program 
through December 25, 1954, the total number of farm loans closed was 66,957 as 
compared to 3,607,000 home loans. There has, moreover, been a long and pro- 
tracted decline in the availability of GI farm loans. For example, the volume of 
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farm loans closed has decreased quite steadily from a peak of 19,862 loans with 
a principal amount og $77.7 million in 1947 to 1,432 loans with a principal amount. 
of $6.5 million in 1954. 

Tt seems apparent from these statistics that the increases in real-estate values, 
which have occurred as a result of the general price inflation since World War II, 
have reduced the effectiveness of the farm-loan guaranty program and that vet- 
erans have experienced increasing difficulty in recent years in obtaining farm 
loans under section 502 of the Servicemen’s Readjustment Act. It is believed 
desirable to eliminate the present disparity between the guaranty protection 
afforded to lenders providing GI home loans and those providing farm loans. 
Although it cannot be stated with certainty to what extent an increase in the 
permissible guaranty for farm realty loans would improve the attractiveness of 
GI farm loans to private institutions, it is likely that the placing of the guaranty 
of farm realty loans on a parity with that for home loans would make some 
additional mortgage capital available and enable a certain number of veterans 
to obtain financing which is presently unavailable to them. 

As your committee is undoubtedly aware another approach to the problem of 
inadequate mortgage credit in rural areas is contained in the voluntary home- 
mortgage credit program of title VI of the Housing Act of 1954. This program 
was recently organized and it is still too early to determine to what extent it 
will facilitate the flow of housing funds into remote areas and small communities. 

As a technical matter, it should be noted that the increased guaranty proposed 
by these measures would be restricted to veterans who had not previously made 
use of loan guaranty benefits for farm purposes. This provision parallels one 
which was included for home loans in section 501 (b) prior to the revision of 
that subsection by section 803 of the Housing Act of 1954. The proposed liber- 
alization of farm-loan benefits in section 502 (c) would thus be more restrictive 
than the comparable home-loan provisions in section 501 (b), as amended, which, 
as previously stated, afford an increased maximum of guaranty not conditioned 
on prior nonuse of entitlement. 

Some uncertainty as to the intent of the measures also arises in connection 
with the provision therein which states that the amount of guaranty shall not 
exceed $7,500 “less any amount with which the veteran’s entitlement for farm 
realty purposes is properly chargeable.” [Italics supplied.] In this connection, 
it is to be observed that under section 501 (b) of the Servicemen’s Readjustment 
Act the $7,500 home loan benefit is reduced by any prior use of entitlement. The 
purpose for the inclusion of the word “farm” in the proposed section 502 (c) is 
not clear, unless it is intended that prior use of entitlement for nonfarm purposes 
shall not act to reduce the remaining guaranty for farm loans. If such an inter- 
pretation is intended by the proposal, it is suggested that further clarification in 
this respect might be desirable. 

No figures are available on which to base an estimate as to the cost of the 
legislation, if enacted. In all probability a modest increase of perhaps 100 loans 
2 month can reasonably be anticipated from the increase of farm loan guaranty 
and it is believed that this volume, distributed among 67 Veterans’ Administration 
regional offices could be absorbed with no appreciable increase in administrative 
costs. A Small increase in the contingent liability of the Government would also 
result, but any such increase would be relatively insignificant in contrast to the 
increases that are expected to result from future home loan activities. 

In view of the foregoing, I recommend that, if the legislation proposed by the 
subject bills is clarified as hereinbefore indicated, it receive the favorable con- 
sideration of the committee. 

H. R. 98, H. R. 145, H. R. 262, and H. R. 4365 are identical to H. R. 7297 and 
8534, 88d Congress, on which the Veterans’ Administration submitted a report 
to your committee under date of July 2, 1954 (Committee Print No. 272). 

Advice has becn received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee, 

Sincerely yours, 


JOHN S. PATTERSON, 
Deputy Administrator 
(For and in the absence of the Administrator). 
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[No. 51] 
COMMITTEE ON VETERANS AFFAIRS, HOUSE OF REPRESENTATIVES 
VETERANS’ ADMINISTRATION, 


OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., March 16, 19505. 





Hon. OLIn E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. 


Dear Mr. TeEaGuE: Further reference is made to your request for a report by 
the Veterans’ Administration on H. R. 491, 84th Congress, a bill to amend the 
Servicemen’s Readjustment Act of 1944, so as to authorize loans for farm hous- 
ing to be guaranteed or insured under the same terms and conditions as apply to 
residential housing. 

The purpose of this measure is to include loans for the purchase of a farm 
with a farmhouse, or the construction, repair, alteration or improvement of a 
farmhouse, within the home-loan provisions of section 501 (a) of the Servicemen’s 
Readjustment Act so as to permit the existing maximum guaranty thereunder 
of $7,500, but not over 60 percent of the loan, to be utilized for such farmhouse 
loans. At the present time, the maximum guaranty on such farmhouse loans is 
50 percent of the loan, but not to exceed $4,000, in accordance with section 502 
of the Servicemen’s Readjustment Act. 

Under the Servicemen’s Readjustment Act as originally enacted (Public Law 
346, TSth Cong., approved June 22, 1944), the rate of guaranty on all eligible 
loans was placed at 50 percent of the amount of the loan, with a maximum 
guaranty of $2,000. This maximum was liberalized in the case of real-estate 
loans to 50 percent but not exceeding $4,000, by Public Law 268, 79th Congress, 
approved December 28, 1945. 

Section 501 (b) of the Servicemen’s Readjustment Act, which was added by 
section 301 (d) of the Housing Act of 1950 (Public Law 475, 81st Cong., approved 
April 20, 1950), and amended by section 613 (b) of the Defense Housing and 
Community Facilities and Services Act of 1951 (Public Law 139, 82d Cong.; 
approved September 1, 1951), increased the amount of the Veterans’ Administra- 
tion guaranty to 60 percent but not to exceed $7,500, subject to deduction of 
guaranty entitlement properly chargeable for real-estate purposes on account 
of prior loans, on any loan for the purchase of construction or a house in any 
case where the eligible veteran had not, subsequent to the enactment of Public 
Law 475, availed himself of his eligibility for the purpose of securing a guaran- 
teed loan to purchase or construct a house. Section 501 (b) was further amended 
by section 803 of the Housing Act of 1954 (Public Law 560, 83d Cong., approved 
August 2, 1954) so as to make an aggregate maximum guaranty of $7,500, but 
not over 60 percent of a loan, available to all eligible veterans for loans to pur- 
chase, construct or repair, alter or improve, a home. This amendment removed 
the requirement of Public Law 139, 82d Congress, which had limited the higher 
guaranty to eligible veterans who had not availed themselves of eligibility for 
home loan purposes subsequent to the enactment of Public Law 475, 81st Con- 
gress, approved April 20, 1950. 

There seems to be no question but that veterans have experienced increasing 
difficulty in recent years in obtaining farm loans, including those for the purpose 
of acquiring, constructing, or improving a farmhouse, under section 502 of the 
Servicemen’s Readjustment Act. For example, the volume of total farm loans 
closed under that section has decreased quite steadily from a peak of 19,862 
loans with a principal amount of $77.7 million in 1947 to 1,432 loans with a prin- 
cipal amount of $6.5 million in 1954. 

It seems apparent from these statistics that the increases in real-estate values 
which have occurred as a result of the general price inflation since World War 
II, have reduced the effectiveness of the farm loan-guaranty program and that 
veterans have experienced increasing difficulty in recent years in obtaining farm 
loans under section 502 of the Servicemens’ Readjustment Act. It is believed 
desirable to eliminate the present disparity between the guaranty protection 
afforded to lenders providing GI home loans and those providing farm loans. 
Although it cannot be stated with certainty to what extent an increase in the 
permissible guaranty for farm realty loans would improve the attractiveness 
of GI farm loans to private institutions, it is likely that the placing of the guar- 
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anty of farm realty loans on a parity with that for home loans would make 
some additional mortgage capital available and enable a certain number of 
veterans to obtain financing which is presently unavailable to them. 

The legislation proposed in H. R. 491, however, would not increase the maxi- 
mum guaranty on farm realty loans generally but would restrict the increase in 
guaranty provided therein to farmhouse loans; and would accomplish this pur- 
pose by amending section 501 (a) rather than section 502 of the act. Since it is 
possible to guarantee the purchase of rural residences under the existing pro- 
visions of section 501 the precise effect of the bill is not entirely clear. Farm 
property which is eligible as security for loans guaranteed under section 501 (a) 
at the present time is appraised by the Veterans’ Administration as residential 
property, with no consideration given to any value resulting from any income 
from farm operations on the premises. It is presumed that it is the intent of 
H. R. 491 that the Veterans’ Administration shall include the value of the farm 
for agricultural production in arriving at a valuation in such cases, but this 
question is not entirely free from doubt. 

The committee may wish to consider whether it might not be preferable to 
achieve the purpose of increasing the attractiveness of GI farmhouse loans by 
amending section 502, rather than section 501 (a) of the Servicemen’s Read- 
justment Act. Such a course of action might tend to eliminate certain com- 
plexities which would be involved by inserting language dealing with farm mat- 
ters in what has been exclusively a home-loan section. If the increase in farm- 
loan guaranty were to be effected by an amendment to section 502 no major 
changes in VA Regulations or procedures would be required and it would be clear 
that the increased guaranty would apply to all realty loans which may now be 
made under that section. 

As your committee is undoubtedly aware, another approach to the problem 
of inadequate mortgage credit in rural areas is contained in the voluntary home 
mortgage credit program of title VI of the Housing Act of 1954. This pro- 
gram Was recently organized and it is still too early to determine to what extent 
it will facilitate the flow of housing funds into remote areas and small communi- 
ties. 

No figures are available on which to base an estimate as to the cost of the 
legislation, if enacted. In all probability a modest increase of perhaps 100 
loans a month can reasonably be anticipated from the increase of farm-loan 
guaranty and it is believed that this volume, distributed among 67 Veterans’ 
Administration regional offices, could be absorbed with no appreciable increase 
in administrative costs. A small increase in the contingent liability of the Gov- 
ernment would also result, but any such increase would be relatively insignificant 
in contrast to the increases that are expected to result from future home loan 
activities. 

In view of the foregoing, I am unable to recommend favorable consideration of 
H. R. 491 by your committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
Joun S. PATTERSON, 
Deputy Administrator 
(For and in the absence of the Administrator). 


Mr. EpMonpson. Congressman Thornberry, would you like to start 
off this morning! We are pleased to have you with us. We know 
of the long interest that you have had in this legislation, and how 
close it has been to your heart. I think you are really the father of 
the idea so far as I know. We are very pleased to have you lead off 
the testimony on it, Mr. Thornberry. é 


STATEMENT OF HON. HOMER THORNBERRY, REPRESENTATIVE IN 
THE CONGRESS FROM THE STATE OF TEXAS 


Mr. ‘Trornserry. Thank you, Mr. Chairman, and members of the 
committee. 

‘or the record my name is Homer Thornberry. I represent the 
10th Congressional District of Texas. As the chairman has indicated, 
I am here in behalf of H. R. 491 to amend the Servicemen’s Readjust- 
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ment Act of 1944 so as to increase the guaranty for farm housing 
under the veteran loan program under the same terms and conditions 
as applied to residential housing in cities or urban residential housing. 

I think it was in March of 1953—March 18, 1953—in the 83d Con- 
gress that I introduced H. R. 4089 to accomplish the same purpose. I 
think it is only fair to say, and Mr. Chairman I appreciate your kind 
words to me about my being the father of this thought, I think it is 
only fair to say that the idea came to me atthesuggestion of a friend 
and constituent of mine, Mr. Owen Sherrill, of Georgetow n, Tex. He 
is a very prominent realtor in Texas. At that time he was president 
of the National Institute of Farm Brokers and of the Texas Farm 
Brokers and is prominent in the activities of the National Association 
of Real Estate Boards. 

He called my attention to the fact that in trying to heip veterans 
in his area obtain GI loans or a guaranty for a GI loan that it was 
difficult to obtain loans for farm “housing. At that time we did not 
know just why this condition existed. 

I have a file here with considerable cor respondence which indicated 
a checking on the direct loan program and the inability to obtain loans. 
It was discovered that when the increase was made in the guaranty of 
GI loans, or the guaranteed GI loans, from $4,000 to $7,500, that 
it applied only to urban or city residential housing and as a matter of 
practice applied only to dwellings located generally in the larger 
towns and cities. 

If I may illustrate, and it may apply in many different instances 
and all I can do from my own experience is say that I live in Austin, 
Tex., which is a city of approximately 175,000 or 180,000 population. 
It is a city of large population. There of course it has been fairly 
easy for veterans to obtain GI loans under the program. Approxi- 
mately 28 miles north of Austin is the city of Georgetown, a smaller 
community but a very high type of community and surrounding it in 
Williamson County are smaller communities. 

It is an agricultural county. Apparently veterans living in rural 
areas could see that veterans in Austin were having an opportunity 
to obtain GI loans but for some reason those living outside of the 
larger communities could not. 

I know for one instance in the town of Granger there had been a 
great deal of difficulty in obtaining any kind of GI loans. And so 
as I have indicated on March 18, 1953, I introduced H. R. 4089, with 
the assistance of Mr. Meadows, of the staff of your committee, and 
that bill was prepared. 

In this Congress, the 84th, after consultation with Mr. Mead- 
ows and the legislative counsel it was decided that the bill could 
be drawn in probably more concise terms and I introduced H. R. 491, 
which is in different language from H. R. 4089. I have no pride about 
the way the bill was drawn up. As a matter of fact, I relied entirely 
upon professional advice on how to draw up the bill. 

I have been told by some that H. R. 491 is more preferable because 
it relates directly to the problem in which I am interested. I know 
that the committee with its able members with their long interest in 
this program and the staff, together with the legislative counsel of 
course, will go into it after these hearings and draw up the best bills. 

What I am interested in is to try to correct, this discrepancy. I 
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don’t think the Congress ever had any idea when it increased the orig- 
inal guaranty that ‘there would be any discrimination. The reason 
for the bill, first of all, there is no reason to have a difference for vet- 
erans who reside in one area or another. 

No. 2, I think we all recognize that it is desirable in our system in 
this country to encourage young men, young people, to remain on the 
farms and to make their homes on the farms or in rural communities. 
I am one of those people who, having lived all of my life in a city, rec- 
ognize that if it were not for the people, the type of people who live 
in the rural communities, that our country would not have achieved 

its great place today were it not for the people who have the philo- 
sophy , the understanding, and the approach to our problems who have 
had an opportunity to live close to the soil. 

Third, I do not think there is any question about the fact that due to 
increase in prices, the increase in farm property, the general increase 
in prices, that there needs to be an increase in this guaranty. Con- 
eress recognized that when it increased the guaranty from $4,000 to 
$7,500, for residential houses in large areas. 

Finally, Mr. Chairman and members of this committee, I would 
say that I have no pride of authorship, I have no pride in the way 
this bill is drawn up. As I said awhile ago I relied upon the best 
advice I have been able to obtain. What I would hope is that this 

committee would report out a bill that will accomplish the purpose 
we have in mind, I will be glad to submit to any questions. 

Mr. Epmonpson. The Chair will withhold any questions. 

Mr, Ayres, do you have any questions / 

Mr. Ayres. I have no questions but wish to compliment him on his 
fine presentations, 

Mr. THornperry. Thank you. 

Mr. Epmonpson. Mr. Shuford, do you have any questions? 

Mr. Suvurorp. Mr. Thornberry, first I want to compliment you on 
your study of this question and your statement before the committee. 
You have given a great deal of constructive thought to it apparently. 

I would like to ask you, Mr. Thornberry, if you have any idea of 
why we have this discrimination or this difference between urban 
residences and farm residences for the purpose of a loan ? 

Mr. Tuornperry. No,sir; I donot. In fact, I was astonished when 
it was called to my attention. I am sure it was an oversight, that 
nobody realized it would occur. I couldn’t tell you that. I have 
asked a number of people and no one seems to know how it occurred. 

Mr. Suvurorp. There is nothing in the value of the property that 
would cause it, is there / 

Mr. Tuornperry. Not at all; no, sir. 

Mr. Suvrorp. That is all that I have. 

Mr. Epmonpson. Mr. Weaver, do you have any questions ? 

Mr. Weaver. No, sir; I do not. 

Mr. Epmonpson. I would like to join the members of the committee 
in commending the Congressman for the campaign he has waged for 
this legislation over a 2-year period. I know that it has been a matter 
to which he has devoted a great deal of thought and interest and 
attention. 

I really think, Congressman, that in this coming campaign if you 
should have the necessity of a campaign on your hands that you truly 
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earned the campaign slogan of “The Farmers’ Friend.” You want to 
use that because I think you have done a good job on this bill. 

Thank you, Congressman Thornberry. 

We will next hear Mr. Daley, of the Veterans’ Administration. 


STATEMENT OF T. F. DALEY, DIRECTOR, LEGISLATIVE PROJECTS 
SERVICE, OFFICE OF LEGISLATION, VETERANS’ ADMINISTRA- 
TION; ACCOMPANIED BY THOMAS J. SWEENEY, ASSISTANT 
DEPUTY ADMINISTRATOR; P. N. BROWNSTEIN, DIRECTOR, LOAN 
MANAGEMENT AND LIQUIDATION SERVICE; AND JAMES BAYLES, 
LEGISLATIVE ATTORNEY, OFFICE OF LEGISLATION 


Mr. Darr. I am T. F. Daley, Director of Legislative Projects, 
Office of Legislation, Veterans’ Administration. With me is Mr. 
Thomas J. Sweeney, Assistant Deputy Administrator for Loan Guar- 
aunty in the Department of Veterans Benefits, Mr. Philip Brownstein, 
Director of the Loan Management Service, and also Mr. Bayles, of the 
Office of Legislation. 

Mr. Chairman, I presume you will insert in the record the reports of 
the Veterans’ Administration ¢ 

Mr. Epmonpson. Is there objection? If not, it is so ordered. 

Mr. Datey. Mr. Chairman, we have two reports—the reports on 
H. R. 491 and a report on a group of four bills relating to a different 
upproach to the subject matter. With the chairman’s permission I 
will address myself to 491 at the outset. 

Mr. Epmonpson. Fine. 

Mr. Dairy. The purpose of H. R. 491 is to include loans for the pur- 
chase of a farm with a farmhouse, or the construction, repair, altera- 
tion, or improvement of a farmhouse, within the home loan provisions 
of section 501 (a) of the Servicemen’s Readjustment Act so as to per- 
mit the existing maximum guaranty thereunder of $7,500, but not over 
60 percent of the loan, to be utilized for such farmhouse loans. At 
the present time, the maximum guaranty on such farmhouse loans is 
50 percent of the loan, but not to exceed $4,000, in accordance with 
section 502 of the Servicemen’s Readjustment Act. 

That is the farm loan section. 

Under the Servicemen’s Readjustment Act as originally enacted 
(Public Law 346, 78th Cong., approved June 22, 1944), the rate of 
guaranty on all eligible loans was placed at 50 percent of the amount 
of the loan, with a maximum guaranty of $2,000. This maximum was 
liberalized in the case of real-estate loans to 50 percent but not exceed- 
ing $4,000, by Public Law 268, 79th Congress, approved December 28, 
1945. 

Section 501 (b) of the Servicemen’s Readjustment Act, which was 
added by section 301 (d) of the Housing Act of 1950 (Public Law 475, 
8ist Cong., approved April 20, 1950), and amended by section 613 (b) 
of the Defense Housing and Community Facilities and Services Act 
of 1951 (Public Law 139, 82d C ong., approved September 1, 1951), 
increased the amount of the Veterans’ Administration guaranty to 60 
percent but not to exceed $7,500, subject to deduction of guaranty en- 
titlement properly chargeable for real-estate purposes on account of 
prior loans, on any loan for the purchase or construction of a house in 
any case where the eligible veteran had not, subsequent to the enact- 
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ment of Public Law 475, availed himself of his eligibility for the pur- 
pose of securing a guaranteed loan to purchase or construct a house. 

Section 501 (b) was further amended by section 803 of the Housing 
Act of 1954 (Public Law 560, 83d Cong., approved August 2, 1954) so 
us to make an aggregate maximum guaranty of $7, 500, but not over 
60 percent of a loan, available to all eligible veterans for loans to pur- 
chase, construct or repair, alter or improve, a home. This amendment 
removed the requirement ‘of Public Law 139, 82d Congress, which had 
limited the higher guaranty to eligible veterans who had not availed 
themselves of eligibility for home-loan purposes subsequent to the en- 
actment of Public Law 475, 81st Congress, approved April 20, 1950. 

‘There seems to be no question by that veterans have exper ienced in- 
creasing difficulty in recent years in obtaining farm loans, including 
those for the purpose of acquiri “4 constructing, or improving a farm- 
house, under section 502 of the Servicemen’s Readjustment Act. For 
example, the volume of total farm loans closed under that section has 
decreased quite steadily from a peak of 19,862 loans with a principal 
amount of $77.7 million in 1947 to 1,432 loans with a principal amount 
of $6.5 million in 1954. 

It seems apparent from these statistics that the increases in real- 
estate values which have occurred as a result of the general price 
inflation since World War II, have reduced the effectiveness of the 
farm-loan guaranty program and that veterans have experienced in- 
creasing difficulty in recent years in obtaining farm loans under section 
502 of the Servicemen’s Readjustment Act. 

It is believed desirable to eliminate the present disparity between 
the guaranty protection afforded to lenders providing GI home loans 
and those providing farm loans. Although it cannot be stated with 
certainty to what extent an increase in the permissible guaranty for 
farm realty loans would improve the attractiveness of GI farm loans 
to private institutions, it is likely that the placing of the guaranty of 
farm realty loans on a parity with that for home loans would make 
some additional mortgage capital available and enable a certain num- 
ber of veterans to obtain financing which is presently unavailable to 
them. 

The legislation proposed in H. R. 491, however, would not increase 
the maximum guaranty on farm realty loans generally but would 
restrict the increase in guaranty provided therein to farmhouse loans: 
and would accomplish this purpose by amending section 501 (a) 
rather than section 502 of the act. 

Since it is possible to guarantee the purchase of rural residences 
under the existing provisions of section 501 the precise effect of the bill 
is not entirely clear. Farm property which is eligible as security for 
loans guaranteed under section 501 (a) at the present time is appraised 
by the Veterans’ Administration as residential property, with no con- 
sideration given to any value resulting from any income from farm 
operations on the premises. It is prestimed that it is the intent of 
H. R. 491 that the Veterans’ Administration shall include the value 
of the farm for agricultural production in arriving at a valuation in 
such cases, but this question is not entirely free from doubt. 

The committee may wish to consider whether it might not be prefer- 
able to achieve the purpose of increasing the attractiveness of GI 
farmhouse loans by amending section 502, rather than section 501 (a) 
of the Servicemen’s Readjustment Act. Section 502, of course, is the 
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farm-loan section. Such a course of action might tend to eliminate 
certam complexities which would be involved by inserting language 
dealing with farm matters in what has been exclusively a “home-loan 
section. If the increase in farm- loan guaranty were to be effected by 
an amendment to section 502 no major changes in VA regulations or 
procedures would be required and it would be clear that the increased 
guaranty would apply to all realty loans which may now be made 
under that section. 

As your committee is undoubtedly aware, another approach to the 
problem of inadequate mortgage credit in rural areas is contained in 
the voluntary home mortgage credit program of title VI of the Hous- 
ing Act of 1954. This program was recently organized and it is still 
too early to determine to what extent it will facilitate the flow of 
housing funds into remote areas and small communities. 

No figures are available on which to base an estimate as to the cost 
of the legislation, if enacted. In all probability a modest increase of 
perhaps 100 loans a month can re: asonably be anticipated from the 
increase of farm-loan guaranty and it is believed that this volume, 
distributed among 67 Veterans’ Administration regional offices could 
be absorbed with no appreciable increase in administrative costs. A 
small increase in the contingent liability of the Government would 
also result, but any such increase would be relatively insignificant in 
contrast to the increases that are expected to result from future home- 
loan activities. 

The report concludes, Mr. Chairman, with a statement on behalf of 
the Veterans’ Administration, that it is unable to recommend favorable 
consideration of H. R. 491 by the committee because of the foregoing 
reasons. 

The Bureau of the Budget has advised that there would be no 
objection to the submission “of the report to the committee. 

As I stated, Mr. Chairman, we have a second report based on the 
group of four bills with a different approach, and with your permis- 
sion shall I continue ? 

Mr. Epmonpson. Yes, please do. 

Mr. Datey. These bills consist of H. R. 98, H. R. 145, H. R. 2626, 
and H. R. 4365, 84th Congress, identical bills, to amend section 502 of 
the Servicemen’s Re sadjustment Act of 1944, so as to increase the max- 
imum amount in which farm realty loans may be guaranteed there- 
under. 

H. R. 145 uses the word “granted” in lieu of the word “guaranteed,” 
otherwise they are identical. The purpose of these measures is to 
amend section 502 of the Servicemen’s Readjustment Act so as to raise 
the amount of guaranty by the Veterans’ Administration on loans for 
the purchase of farmland, or the purchase or construction of farm 
buildings, from the existing guaranty maximum of 50 percent of the 
loan, but not to exceed $4,000, to a new maximum of 60 percent of the 
loan or $7,500, whichever is less. The increase in the amount of loan 
guaranty under these bills would apply only on loans made to those 
veterans who have not previously received any farm realty benefits 
under section 502 of the Servicemen’s Readjustment Act, and the 
amount of guaranty would be reduced by the amount with which the 
veteran’s entitlement for farm real estate purposes is properly charge- 
able on account of prior loans. 
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The bills also provide that there would be no increase in the amount 
of gratuity payable by the Veterans’ Administration to be credited on 
a veteran’s loan account over the present maximum of $160 (i. e., 4 
percent of the existing $4,000 loan guaranty maximum ). In this 
connection it may be observed that, as the committee is undoubtedly 
aware, all gratuity payments were suspended during the period from 
September. 1, 1953, to June 30, 1954, pursuant to a provision in the 
Second Independent Offices Appropriation Act, 1954, Public Law 149, 
83d Congress, approved July 27, 1953. This suspension was carried 
forward on a permanent basis by a provision of the Independent 
Offices Appropriation Act, 1955, Public Law 428, 83d Congress, ap- 
proved June 24, 1954. 

As was stated in connection with our report on H. R. 491, in the 
Servicemen’s Readjustment Act as originally enacted (Public Law 346, 

78th Cong., approved June 22, 1944), the rate of guaranty on all 
eligible loans was placed at 50 percent of the amount of the amount 
of the loan, with a maximum guaranty of $2,000. This maximum was 
liberalized in the case of real-estate loans to 50 percent but not exceed- 
ing $4,000, by Public Law 268, 79th Congress, approved December 28, 
1945. 

Section 501 (b) of the Servicemen’s Readjustment Act, which was 
added by section 301 (d) of the Housing Act of 1950 (Public Law 
475, Sist Cong., approved Apr. 20, 1950), and amended by section 
613 (b) of the Defense Housing and Community Facilities and Serv- 
ices Act of 1951 (Public Law 139, 82d Cong., approved Sept. 1, 
1951), increased the amount of the Veterans’ Administration guaranty 
to 60 percent but not to exceed $7,500, subject to deduction of guaranty 
entitlement properly chargeable for real estate purposes on account of 
prior loans, on any loan for the purchase or construction of a house 
in any case where the eligible veteran had not, subsequent to the enact- 
ment of Public Law 475, availed himself of his eligibility for the 
purpose of securing a guaranteed loan to purchase or construct a house. 
Section 501 (b) was further amended by section 803 of the Housing 
Act of 1954 (Public Law 560, 83d Cong., approved Aug. 2, 1954) 
so as to make an aggregate maximum guaranty of $7,500, but not over 
60 percent of a loan, available to all eligible veterans for loans to 
purchase, construct or repair, alter or improve, a home. 

This amendment removed the requirement of Public Law 139, 82d 
Congress, which had limited the higher guaranty to eligible veterans 
who had not availed themselves of eligibility for home loan purposes 
subsequent to the enactment of Public Law 475, 81st Congress, ap- 
proved April 20, 1950. 

Compared to the number of home loans guaranteed, the volume of 
farm loans has always been very small. From the initiation of the 
loan guaranty program through December 25, 1954, the total number 
of farm loans closed was 66,957 as compared to 3.607.006 home loans. 
There has, moreover, been a long and protracted decline in the avail- 
ability of GI farm loans. For. example, the volume of farm loans 
closed has decreased quite steadily from a peak of 19,862 loans with 
a principal amount of $77.7 million in 1947 to 1,432 loans with a prin- 
cipal amount of $6.5 million in 1954. 

It seems apparent from these statistics that the increases in real- 
estate values which have occurred as a result of the general price infla- 
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tion since World War II, have reduced the effectiveness of the farm 
loan guaranty program and that veterans have experienced increasing 
diftic ulty in recent, years in obtaining farm loans under section 502 
of the Servicemen’s Readjustment Act. 

It is believed desirable to eliminate the present disparity between the 
guaranty protection afforded to lenders providing GI home loans and 
those providing farm loans. Although it cannot be stated with cer- 
tainty to what extent an increase in the permissible guaranty for farm 
realty loans would improve the attractiveness of GI farm loans to 
private institutions, it is likely that the placing of the guaranty of farm 
realty loans on a parity with that for home loans would make some 
additional mortgage capital available and enable a certain number of 
veterans to obtain financing which is presently unvailable to them. 

As your committee is undoubtedly aware another approach to the 
problem of inadequate mortgage credit in rural areas is contained in 
the voluntary home mortgage credit program of title VI of the Hous- 
ing Act of 1954. This program was recently organized and it is still 
too early to determine to what extent it will facilitate the flow of 
housing funds into remote areas and small communities. 

Asa technical matter, it should be noted that the increased guaranty 
proposed by these measures would be restricted to veterans ‘who had 
not previously made use of loan guaranty benefits for farm purposes. 
This provision parallels one which was included for home loans in 
section 501 (b) prior to the revision of that subsection by section 803 
of the Housing Act of 1954. 

The proposed liberalization of farm-loan benefits in section 502 (« 2) 
would thus be more restrictive than the comparable home loan provi- 
sions in section 501 (b), as amended, which, as previously stated, afford 
an increased maximum of guaranty not conditioned on prior nonuse 
of entitlement. 

Some uncertainty as to the intent of the four bills also arises in con- 
nection with the provision therein which states that the amount of 
guaranty shall not exceed $7,500 “less any amount with which the vet- 
eran’s entitlement for farm realty purposes is properly chargeable.” 
[Italic supplied. ] 

In this connection, it is to be observed that under section 501 (b) of 
the Servicemen’s Readjustment Act the $7,500 home-loan benefit is 
reduced by any prior use of entitlement. The purpose for the inclu- 
sion of the word “farm” in the proposed section 502 (c) is not clear, 
unless it is intended that prior use of entitlement for nasil m purposes 
shall not act to reduce the remaining guaranty for farm loans. If such 
an interpretation is intended by the proposal, it is suggested that fur- 
ther clarification in this respect might be desirable. 

No figures are available on which to base an estimate as to the cost 
of the legislation, if enacted. In all probability a modest increase 
of perhaps 100 loans a month can reasonably be anticipated from the 
increase of farm loan guaranty and it is believed that this volume, 
distributed among 67 Veterans’ Administration regional offices, could 
be absorbed with no appreciable increase in administrative costs. A 
small increase in the contingent liability of the Government would also 
result, but any such increase would be relatively insignificant in con- 
trast to the increases that are expected to result from future home-loan 
activities. 
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In view of the foregoing, the Veterans’ Administration recommends 
that, if the legislation proposed by the subject bills is clarified as 
hereinbefore indicated, it receive the favorable consideration of the 
committee. 

H. R. 98, H. R. 145, H. R. 262, and H. R. 4865 are identical to 
H. R. 7297 and H. R. 8534, 83d Congress, on which the Veterans’ Ad- 
ninistration submitted a report to your committee under date of July 
2, 1954 (committee print No. 272). 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of the VA report to your 
committee. 

This report is signed by John S. Patterson, Deputy Administrator, 
for and in the absence of the Administrator. 

As stated, Mr. Chairman, there are present representatives from 
the Department of Veterans’ Benefits engaged in the loan guaranty 
program—Mr. Sweeney and Mr. Brownstein—to answer any questions 
as to details of the program. 

Mr. Epmonpson. Mr. Ayres, do you have any questions? 

Mr. Ayres. No, sir. 

Mr. EpmMonpson. Mr. Shuford ? 

Mr. Suurorp. I would like to ask Mr. Daley the same question as 
I asked Mr. Thornberry. Why is there a difference between farm 
loans and your bank loans in the original act? Why was that dif- 
ference made between veterans from farms and veterans living in 
cities ¢ 

Mr. Sweenty. Mr. Congressman, when the Servicemen’s Read- 
justment Act was amended in 1950, the Congress saw fit to increase the 
guaranty from 50 percent to $7,500 in connection with the abolition 
of the secondary financing that we had at that time. 

If you will recall, we could guarantee a secondary loan behind an 
FHA loan. In considering the problems that arose at that time and 
on recommendation of certain veterans’ organizations, they thought 
it well to increase the guaranty from $4,000 to $7,500 and do away with 
the secondary financing. 

It was also recognized when they disposed of that secondary 
financing there was also the problem of the veterans obtaining loans 
in price ranges higher than $12,500. So the Congress saw fit, in the 
study at that time, to increase the guaranty from $4,000 to $7,500 
for home-realty loans. There was no consideration, if I recall, of 
increasing the guaranty with respect to the farm loans or business 
loans. 

I might add that in connection with our home-loan program today, 
if a veteran desires to buy a small plot of land, that can range from 
5 to 10 or 15 acres and his primary income is from a salary or other 
income in the city, we will guarantee a loan for home purposes in that 
suburban area. That can be anywhere from 10 to 15 miles outside 
the metropolitan area, or a reasonable commuting distance. We will 
treat that as a home loan. 

As I understand it, there are problems where a veteran desiring to 
go back to the soil, as Congressman Thornberry referred to, and de- 
siring to have his chief livelihood from farm operations, where it has 
been difficult for him to obtain the loan with the $4,000 guaranty. 

We look favorably upon the increase of the guaranty from $4,000 


ha 


to $7,500 but I think the committee here recognizes also that the prob- 





OPERATIONS OF LOAN GUARANTY PROGRAM 345 


ability of obtaining the loan in an amount to buy a farm that will give 
him a return for a livelihood and income to pay a loan may be very 
restricted. 

We all recognize that some of the local lenders attempt to loan out 
their funds on short terms, higher interest rates. It is probable that 
some of the secondary investors who invest in home loans may make 
some loans but they don’t like the scattered loans from a servicing 
point. 

I only point that out, for the number of loans would not compara- 
tively speaking be as great as the home loan program. We do feel 
that it is possible in some of the areas, particularly in the small eco- 
nomic units that all loans can be worked out, but it is possible that 
some loans will be made. 

Mr. SuHurorp. Have you experienced much difficulty in making 
these farm loans in the past, on your reduced amount, the $2,000 and 
$4,000 limits? Where the income is purely from the farm? 

Mr. Sweeney. If the type of operation that the veteran plans, and 
relating commodity prices, some of those operations have worked out 
very well and have been very successful. However, there are the 
hazards of the farming operations with respect to the acts of God that 
have put some of the boys in the hole. I mean droughts, lack of rain, 
windstorms, and other causes such as glutted markets and consequent 
unfavorable prices. 

I think we all recognize that. But the difficulty arises primarily 
from obtaining credit and the availability of funds to make loans. 
I think in the last 4 or 5 years our loans have fallen off with respect to 
purchase of farms by reason of the fact that lenders, maybe due to the 
lack of sufficient guaranty but also from the yield factor, recognize 
that they have a servicing problem when the veteran does not have 
the technical know-how or again he is subjected to the falling prices 
in some areas for certain commodities. 

Mr. Suvrorp. Your distinction then, under the present law as to 
farm and urban property, is the place of income of the veteran? 


Mr. Sweeney. Right, and the availability of income to retire his 
mortgage indebtedness. 


Mr. Suvrorp. Thank you. 

Mr. Epmonpson. Mr. Weaver, do you have any questions ¢ 

Mr. Weaver. No. I was glad to hear Mr. Sweeney’ s explanation 
to the question asked by the gentleman from North Carolina. I have 
no questions. 


Mr. Epmonpson. Mr. Thornberry, would you care to ask any ques- 
tions? 

Mr. TrHornperry. I would like to ask this one question if I may, Mr. 
Chairman, and thank you for your indulgence. I had understood, 
and perhaps I have been misinformed, when I introduced 4089 before, 
on which the Veterans’ Administration rendered a favorable report 
which was mentioned a while ago, that the Veterans’ Administration, 
in deciding whether a person in a rural area could obtain a farm loan 
for residential purposes, not only depended upon his income but if he 
received less than 50 percent of his income from some source other 


than the farm you wouldn’t approve the loan. Isn’t that your 
practice ? 
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Mr. Sweeney. We don’t have any hard and fast rule, Congressman. 
I don’t know whether there is some local application of that. But if 
the veteran has the ability to pay and does not live chiefly on the in- 
come from the farm—we make an analysis, if he has revenue from 
farm products and other income from a stable source, and there is a 
reasonable showing that he can pay that loan, we will treat that as a 
home loan. I might add this, Congressman: From the time that you 
first introduced your bill the Housing Act cleared some of these ob- 
jectives last fall with respect to the application of the $7,500. 

I think, in some areas where there has been restricted use, until it 
was clarified there may have been some misunderstanding. 

Mr. THornperry. From my experience, there is no question but 
what the whole matter has to be restudied in view of what has occurred 
here, the point that bothers me is before, when we talked about amend- 
ing it, there were objections raised, and I am not pinpointing anybody 
in the Veterans’ Administration, whereas in amending 502 we run 
into the question of whether Congress wanted to say for purposes of 
raising the guaranty whether you ‘could enable somebody on the farm 
to buy livestock or improve a barn or put him in the position of 
getting a business loan with the increased guaranty. What I had 
in mind is, what we want to do is pinpoint the fact that we want to 
say to the veteran on the farm who has income from the farm, “This 
is my residence, for farm purposes.” Just as a veteran living some- 
where else. Apparently we are running into confusion again. 

It is my hope that the committee, and the staff, and the Veterans’ 
Administration, will get together and see exactly how we can accom- 
plish that purpose. ‘I don’t want to run into this and say we are 
going to let a neighborhood veteran buy livestock and build barns 
and other things for business purposes which was the objection made 
last year to me on 4089. Now we say that we are going at it from 
the standpoint of making it possible for a veteran on the farm to 
buy a residence on the farm and give him the same rights as any 
other veteran, that that is not exactly the way to do it. I am a little 
puzzled. 

It doesn’t make any difference to me if you amend it to let him 
buy livestock, a barn or anything else, if you make clear that Congress 

wants him to have the same right to buy a home on the farm as a 
veteran any placeelse. That is what I have in mind. 

Mr. Datey. Mr. Thornberry, I don’t think any of these bills pro- 
pose to change the present maximum with reference to farm loans 
in connection with the purchase of livestock or anything other than 
the purchase of land and the construction of buildings. 

Mr. Tuornserry. That may be right. In 1953, on H. R. 4089, 
that question was raised. It won’t do us any good to labor the point 
now. It did come up last year on H. R. 4089. T he reason why we are 
now—and it seems to me that I have gotten into a misunderstanding 
of it—we discussed it with the professional staff here. It was sug- 
gested that the way I introduced H. R. 4089 was a rather awkward 
way to do it and [ indicated I would like to have a clear, concise 
bill. If we have an understanding, that is all that I have in mind. 

Mr. Sweeney. Mr. Chairman, may I make a suggestion: Following 
what Congressman Thornberry said, to make the farm loan provision 
on a parity with the home loan, I would suggest that the proviso 
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clause—referring to H. R. 98—that that be amended and we would 
be glad to make the suggested changes. 

Mr. Epmonpson. I think Mr. Ayres has a further question to direct 
to Mr. Sweeney or Mr. Daley. 

Mr. Ayres. You interpret the language in the bills where it says: 
Or for the purpose of making repairs, alterations or improvements in property, 
including a farmhouse owned by him and occupied as his home. 

Do you interpret that language as meaning that he could do the 
same thing under this legislation as he could already do under FHA 
title I, the i improvement loans ? 

Mr. Sweeney. Yes; under the new provision here we can go ahead 
and approve a loan for alterations, repairs or improv ements. 

Mr. Ayres. If he wanted a $2,500 loan to improve the existing 
property he could do it under this over a longer period of time of 
course, than he could under FHA title I? 

Mr. Sweeney. Yes. 

Mr. Ayres. I imagine there will be as much demand, Congressman 
Thornberry, for that provision because there are literally thousands 
of FHA title I across the countr y in rural areas that would be, you 
might say, almost liquidated insofar as that market is concerned if 
he could get a longer period of time to make his payments, because 
there he has only 30 years. 

Mr. Sweeney. It depends on what the local lenders would do with 
respect to making that type of loan. Again the yield factor on FHA, 
you have 9.7. Here we have only 414 percent. 

Mr. Ayres. In a repair program under FHA title I, there is no 
appraisal made in advance by any Government officials. The appli- 
cation is taken as to what you are going to do, and if the bank wants 
to honor it the contractor goes ahe: ad with the work and the customer 
signs a completion paper and gets his money. Under this provision, 
if you were following VA regulations, you would have to go out and 
have an appraisal. Is that right 4 AS to whether or not you were 
going to loan this money ¢ 

Mr. Sweeney. We will make repair loans up to $2,500 without an 
appraisal. We rely on the lender. If there is some major construc- 
tion in there and the lender desires an appraisal we will do it. Ordi- 
narily the lender can make the loan up to $2,500 without an appraisal. 
Anything over that we will require some evaluation, presumably it 
is a major undertaking and we would like to make sure that the 
expenditure does lend value to the operation. 

Under our regulations, on a supplemental loan or repair, alteration 
or improvement loan, we do not require an appraisal. It was limited 
to $1,500. That has been increased within the last year to $2,500. 

Mr. Ayres. And how long a term have you given / 

Mr. Sweeney. We can go to 30 years if it 1s desirable. Up to the 
maximum, depending on what the lender wishes. We can go up to 
30 years. 

Mr. Ayres. Thank you. 

Mr. Epmonpson. I wonder if Mr. Meadows or Mr. Jenkins of the 
staff have any questions they would like to ask? 

Mr. Meapows. No, sir. 

Mr. Suurorp. Mr. Chairman, I have one other question that comes 
to my mind as a result of the question of Mr. Ayres. Do I understand, 
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Mr. Sweeney, that in your repair work that must be made on the 
farm, such as barns, livestock buildings, or any building of that type, 
that that would be covered also by the provisions in this bill 98? 

Mr. Sweeney. It isn’t definitely clear, and that is why I was making 
the suggestion, Congressman, to have the farm loan provision on a 
parity “with the home-loan provisions. We could make some sugges- 
tion to put it ona parity to cover all these points. 

Mr. Suvrorp. Would the Veterans’ Administration look with favor 
upon such type of loan where you can make any repair to any building 
on the farm other than the dwelling house? 

Mr. Sweeney. I would think that if the veteran has a going opera- 
tion there and he needs to rehabilitate his farm residence, I think it 
would be a very constructive approach to guarantee such loan. It 
is another method to keep him happy. M: aybe it would help him to 
increase his production in some instances. We think it would be very 
favorable. 

Mr. Suvurorp. You would not recommend that it be extended so 
far as to permit the purchase of livestock or any other business? 

Mr. Sweeney. No, sir. 

Mr. Epmonpson. I think that concludes the questions. Thank you 
very much for the very informative testimony that you have given us 
on this legislation. ‘The gentleman from Montana, Mr. Metcalf, 
wishes to be heard. 


Mr. Datrey. Thank you, Mr. Chairman. 


STATEMENT OF HON. LEE METCALF, REPRESENTATIVE IN THE 
CONGRESS FROM THE STATE OF MONTANA 


Mr. Mercatr. Thank you, Mr. Edmondson. Legislation such as my 
H. R. 2626 eliminates a disparity in the veterans’ direct loan program. 
Under the Servicemen’s Readjustment Act, the maximum guaranty 
that may be extended on veterans’ home loans is 60 percent of the loan 
and $7,500. However, the maximum guaranty that may be extended 
for farm realty is 50 percent and $4,000. In fairness and equity I 
would make the 60 percent and $7,500 maximum guaranties applicable 
in both cases. 

Mr. Epmonpson. Thank you, Mr. Metcalf. We have representa- 
tives of the four veterans’ organizations here. We will take them in 
direct alphabetical order in this hearing, and we will reverse the 
alphabetical order in the next hearing. 

I will call the representative of the American Legion first. 


STATEMENT OF MILES KENNEDY, LEGISLATIVE DIRECTOR, ACCOM- 
PANIED BY JOHN MEARS, ASSISTANT DIRECTOR, ECONOMIC 
COMMISSION, AMERICAN LEGION 


Mr. Kennepy. Mr. Chairman and gentlemen of the committee, 
I am Miles Kennedy, legislative director of the American Legion. 
On behalf of our organization I would like to thank you for per- 
mitting us to appear in connection with the legislation before you 
this morning. I have with me Mr. John Mears, the assistant director 
of our economic commission which handles the mortg: age loans as far 
as our organization is concerned. We do not have any written state- 
ment, Mr. Chairman, but when our national commander, Mr. Collins, 
was before the full committee of the House Veterans’ ¢ ommittee on 
February 8, I think you were present, when he more or less stated our 
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policy in connection with other matters of interest to the full Veterans’ 
Affairs Committee. Reference to that testimony will show that we 
favor legislation of this type. 

Naturally we, like all the major veteran organizations, have many 
thousands of members in our ranks who are interested in mortgages 
due to the fact that they are farmers or engaged in farming activity. 
We would like to thank you, Mr. Chairman, and Mr. Thornberry, 
and you gentlemen of Congress, who have introduced these five bills 
that are up for consideration this morning. 

There has been considerable discussion about H. R. 491 and the 
other four, H. R. 98, 145, 4365, and 2626. As I understand it the last 
four mentioned bills are identical’ We would like to see legislation of 
this type, as enunciated by the principles, especially H. R. 491, sub- 
ject to such revisions or modifications as you gentlemen of the com- 
mittee may see fit to make in view of the discussion had this morning. 
After all, we are not so much concerned with the technicalities because 
we have every faith and confidence in the committee and members of 
the staff to iron out any such difficulties as may have been presented 
this morning. We are very much interested in the principle involved 
which is to place them on a parity more or less, so to speak, with 
the nonfarmers and the loans which they have been getting under the 
legislation now on the statute books. 

If you have any technical questions, Mr. Chairman, or members of 
the committee, Mr. Mears and I will be very happy to try to answer 
them for you. 

Mr. Epmonpson. I think Commander Collins did make a very 
forceful statement in favor of the principle of equalizing the lend- 
ing situation that prevails for the farm veteran with that of the 
city veteran. Iam glad to have you here this morning to give renewed 
assurance of the American Legion’s position on that. 

Mr. Ayres, do you have any questions? 

Mr. Ayres. No, sir. 

Mr. Epmonpson. Mr. Shuford ? 

Mr. Suvrorp. No, sir. 

Mr. Epmonpson. Mr. Weaver? 

Mr. Weaver. No, sir. 

Mr. Epmonpson. Does the staff have any questions? 

Mr. Meapows. No, sir. 

Mr. Kennepy. Thank you, Mr. Chairman. 

Mr. Epmonpson. Next we will hear from the representative of the 
American Veterans of World War II. 


STATEMENT OF JOHN R. HOLDEN, NATIONAL LEGISLATIVE 
DIRECTOR OF AMVETS 


Mr. Houpen. Thank you, Mr. Chairman. My name is John R. 
Holden, national legislative director of AMVETS. We appreciate 
the opportunity to appear before you today and express the views of 
AMVETS on the pending proposals. 

The bills under consideration were I believe all designed to correct 
an apparent inequity now existing in the guaranty for farm realty 
loans as compared with the guaranty for home loans. The mechanics 
for accomplishing this objective vary somewhat in the 5 bills before 
you: 4 of them, H. R. 98, 145, 2626, and 4365, would amend section 
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502 of the Servicemen’s Readjustment Act of 1944 while the other 
bill, H. R. 491, proposes to amend section 501 of the 1944 act. 

AMVETS endorse the principle contained in all of these bills. A 
disparity between the two types of loans has repeatedly been brought 
to our attention by members of the organization. At the most recent 
meeting of the AMVET National Executive Committee in December 
1954, this problem was again recognized and a resolution was adopted 
requesting that the amount of guaranty for farm residence loans be 
increased from its present maximum of $4,000 or 50 percent to $7,500 
or 60 percent. 

While new records were being established in 1954 in the guaranteed 
home loan portion of this program approximately 450 farm realty 
loans were guaranteed by the Veterans’ Administration in that year. 
We feel that this points up the fact that veterans seeking this type 
of loan have been experiencing difficulty in obtaining proper financ- 
ing. The proposed increase in guaranty for farm realty loans will, 
in our opinion, not only correct the inequity but should improve the 
attractiveness of this type of loan to private lenders, thus making 
more mortgage capital available in this field. 

We therefore urge your committee to report a bill that will permit 
the farm veteran to purchase a home or construct a home on land 
already owned on the same basis as that presently offered to veterans 
in urban areas. Thank you most sincerely for your attention to the 
views of AMVETS. 

Mr. Epmonpson. Thank you. I believe your National Commander 
Wilson also made a strong statement along similar lines in his appear- 
ance before the full committee recently ? 

Mr. Houpen. Yes, sir. 

Mr. Epmonpson. In favor of equalizing the situation with regard 
to the farm veteran. 

Mr. Hoipen. Yes, sir. 

Mr. Epmonpson. Mr. Shuford, do you have any questions? 

Mr. Suurorp. No, sir. 

Mr. Epmonpson. Mr. Weaver? 

Mr. Weaver. No, sir. 

Mr. Epmonpson. Staff? 

Mr. Meapows. No, sir. 

Mr. Epmonpson. We will next hear the representative of the Dis- 
abled American Veterans. 


STATEMENT OF OMER W. CLARK, NATIONAL DIRECTOR OF LEG- 
ISLATION, ACCOMPANIED BY CHARLES E. FOSTER, ASSISTANT 
DIRECTOR, DISABLED AMERICAN VETERANS 


Mr. Cuark. Mr. Chairman and gentlemen of the committee, I am 
Omer W. Clark, national director of legislation for the Disabled 
American Veterans. On my left is Mr. Foster, the assistant director. 

The Disabled American Veterans appreciates the opportunity to 
appear before your subcommittee today in support of an amendment 
to equalize the Veterans’ Administration loan guaranty for farm hous- 
ing with that of nonfarm housing. 

This hearing is on five bills, all of which have for their purpose an 
amendment to Public Law 346, as amended, designed to equalize the 
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VA loan guaranty for farm housing with that of nonfarm housing. 
Public Law 346 as originally enacted provided for a guaranty by the 
Veterans’ Administration to eligible veterans of 50 percent of the face 
umount of the loan, but not to exceed $4,000. The guaranty applied 
to loans for both nonfarm property and farm property. Section 301 
(d) of Public Law 478, 81st Congress, further amended Public Law 
346, and, among other things, increased the amount of the guaranty 
from $4,000 to $7,500. The increased guaranty, however, has been 
construed to be limited in application to loans for the purchase or 
construction of nonfarm property only. 

The result is that since April 20, 1950, the date of approval of Public 
Law 478, veterans obtaining a loan for the purchase or construction of 
nonfarm property have had a $3,500 advantage over veterans seeking 
a loan for the purchase or construction of farm property. 

The bills H. R. 98, 145, 2626, and 4365 are identical and seek to 
correct this inequity by amending section 502 of Public Law 346, 78th 
Congress. The bill H. R. 491 seeks to accomplish the same purpose by 
amending section 501 of the same act. 

From a study of these bills it would seem that H. R. 98 and the three 
identical bills, if enacted, would authorize VA guaranteed loans for 
the purchase of farmland and farm buildings as well as dwellings on 
farm property. Whereas, the bill H. R. 491 would appear to be more 
limited in that it would only authorize VA guaranteed loans up to the 
$7,500 maximum for the purchase or construction of a farm with a 
farmhouse thereon. 

The Disabled American Veterans pursuant to a resolution approved 
at our last national convention endorse and support an amendment 
to Public Law 346, as amended, to equalize or increase the VA loan 
guaranty from $4,000 to $7,500 on farm property with a farmhouse. 
Such an amendment would place the veteran purchasing or construct- 
ing a farm on an equal basis with the veteran purchasing or construct- 
ing a nonfarm dwelling. We know of no reason why Congress 
should not act favorably and expeditiously to correct this inequity in 
the present VA home loan program. It would seem that the only 
question for this committee and the Congress to decide is whether it 
should limit the use of the VA guaranteed loan to the purchase of a 
farm and dwelling to be occupied as his home or to lee such loans 
available for the purchase of a farm and the construction of buildings 
regardless of whether such buildings are to be used by the veteran for 
a dwelling. 

The economic need for this amendment is clearly indicated by the 
wide disparity between the number of farm home loans which have 
been granted and those for homes in towns and cities. Since the 
initiation of the home loan program the VA has guaranteed approxi- 
mately three and a half million loans of which less than 70,000 were 
farm loans. We believe that this amendment will be of decided en- 
couragement to veterans desiring to purchase a home in a farming 
area. 

We urge that the committee take favorable action on this matter 
at an early date. Again I wish to thank you for the opportunity to 
express the views of the DAV and I would like to include as a part 
of the record of this hearing a copy of our resolution on this subject. 

Mr. Epmonpson. Isthere any objection? If not it will be so ordered. 
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(The document is as follows :) 


RESOLUTION No. 281—EqQuaLize THE AMOUNT OF LOAN FOR PURCHASE OF FARM 


Whereas the Disabled American Veterans has long been cognizant of the desire 
of many disabled veterans to purchase farms; and 

Whereas the maximum guaranty authorized by law for the purchase of a 
home is 60 percent of the principal amount of the mortgage but not to exceed 
$7,500, while the maximum VA guaranty authorized by law for the purchase of a 
farm is 50 percent co» 54,000, whichever is the lesser, and 

Whereas the original Servicemen’s Readjustment Act provided the same 
guaranty for farm and housing loans, but only the housing guaranty limits were 
increased by the Congress in 1950; and 

Whereas the direct loan provisions of Public Law No. 346, as amended, are not 
applicable to the purchase of a farm; Now, therefore, be it 

Resolved by the Disabled American Veterans, That they urge the Congress to 
equalize the VA farm loan guaranty with the home loan guaranty, and to 
authorize the VA Administrator to make direct loans to eligible veterans seeking 
to purchase a farm. 

Mr. Ciark. That concludes our statement, Mr. Chairman. 

Mr. EpMonpson. Are there any questions, Mr. Ayres? 

Mr. Ayres. No, sir. 

Mr. Epmonpson. Mr. Shuford ? 

Mr. Suurorp. Mr. Clark, you say there is a difference in these 2 
bills, 4 bills—98, 145, 2626, and 4365 being identical, in section 502, 
whereas bill 491 attempts to amend section 501 of the same act. If 
the bill 491 were enacted, wouldn’t that put the boy on the farm in 
exact parity with the one in the city? 

Mr. Criark. As | read the proposed bill 491, Mr. Congressman, I 
interpret the language to mean that the loan would not be authorized 
unless the dwelling on the property was to be used as a home or occu- 
pied as a home by the veteran. 

Mr. Suvurorp. In the enactment of the other bills, wouldn’t that 
give the boy on the farm an advantage over the boy in the city and we 
would still be out of proportion? Does your study of those bills indi- 
cate that? 

Mr. Ciarx. Yes, it might be interperted that way. I think it would 
be, yes. 

Mr. Suurorp. So there would be an advantage to the farmer on his 
loan over the veteran in the city ? 

Mr. Cuiark. That is right. 

Mr. Suvrorp. Your idea, of your committee for the Disabled Ameri- 
san Veterans, is only to put the two on a parity ? 

Mr. Cuark. That is correct. 

Mr. Suurorp. Thank you, Mr. Chairman. That is all. 

Mr. Epmonpson. Mr. Ayres? 

Mr. Ayres. No, thank you, Mr. Chairman. 

Mr. Epmonpson. I think your national commander also took a posi- 
tion on this before the full committee, and a good one, too. 

Mr. Crark. Yes. 

Mr. Epmonpson. Mrs. Rogers? 

Mrs. Rocers. I have no questions. 

Mr. Epmonpson. We have our former chairman with us. I cer- 
tainly would like to have her question any of these witnesses at any 
time. 
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Mrs. Rocers. I don’t want to take up the time, thank you. I want 
to state that I certainly feel that the erent ought to be given fair 
play in every way possible. 

Mr. Ciark. That is our position. 

Mr. Epmonpson. We will next hear the Veterans of Foreign Wars. 


STATEMENT OF ADIN M. DOWNER, ASSISTANT LEGISLATIVE 
REPRESENTATIVE OF THE VETERANS OF FOREIGN WARS OF THE 
UNITED STATES 


Mr. Downer. Mr. Chairman, any factual information that I 
thought would be of interest to the committee in connection with this 
problem that I was prepared to present has ar been placed in the 
record by previous witnesses, so I shall not take the time of the com- 
mittee to repeat that. I will merely say that, as I think perhaps you 
will recall, the commander in chief of the Veterans of Foreign Wars 
in his appearance before this committee earlier in this session of the 
Congress included an endorsement of this legislation in his statement 
to the full committee on Veterans Affairs. That is a position that 
the Veterans of Foreign Wars had also taken in the preceding 
Congress. 

I would like to say that the resolution which we had adopted on the 
subject is not directed to some of the questions that have been raised 
by the questions of the committee here today. 

I think it is an interesting question that has been raised and I think 
we should give consideration to the fact that a farm is a business and 
also a home. Its dual character, I think, should be taken into con- 
sideration in consideration of the purpose for which the guaranty 
could be used. 

It seems reasonable to me, although I am merely expressing my 
own views that have been developed this morning—as I say our reso- 
lution on the subject is not this specific—it seems only reasonable to 
me that if a veteran who has a farm needs a loan to make that farm 
as a business and as a home an attractive place for him to be, a place 
where he can live and prosper, then ner the guaranty should be 
extended to the right to improve any buildings that are necessary to 
the successful operation of that farm as well as to the dwelling house. 

It seems to me that it would be economically an unsound approach 
to say that we will guarantee $7,500 providing you spend it all on the 
house but we won’t guarantee anything for repairs of the barn to per- 
mit you to place this farm on a sound paying basis that will enable 
you to retire the loan that we are going to make to you. 

It seems to me that when you do consider the dual character of the 
farm, as both a business and a home, that that is a sound approach 
to it. Although, as I say, our resolution is not as specific as that. 

I believe those are the only questions in connection with the legis- 
lation that occur to me to discuss, Mr. Chairman, except that I might 
say that in regard to the question of the difference in the entitlement 
between farm loans and city loans, I not only see no reason for a dis- 
crimination, but if there is to be any difference at all, it should be 
exactly the reverse of what it is now, and the greater entitlement 
should be in the farm and the lesser in the city. 

I believe that is all, Mr. Chairman. I thank you very much for the 
privilege of appearing here today. 











354 OPERATIONS OF LOAN GUARANTY PROGRAM 


Mr. Epmonpson. Thank you for your fine statement. Mr. Ayres? 

Mr. Ayres. No questions. 

Mr. EpmMonpDson. Mr. Shuford ? 

Mr. Suurorp. I have one comment on the statement of the witness. 
I commend him very much for his statement. I realize that the 
farm is different from an ordinary city home. The trouble is that 
the city owner has had an advantage heretofore on procuring a loan. 
I am wondering if the witness thinks that the man on the farm should 
have an advantage now over the man in the city when it comes to pro- 
curing a loan. 

Does your analysis of the dual purpose or the all-purpose of a farm 
indicate that you would favor such a loan on a farm rather than to 
give the city or the urban owner the same advantage that the farmer 
had if he had something on his property in town that he would want 
to include within the loan? 

Mr. Downer. I don’t believe I would say that they should be given 
any advantage, Mr. Shuford. Perhaps by reason of the fact that 
one’s ability to retire his loan, in the case of a farm loan, is affected 

very considerably by the productivity of his farm, it might very well 
be that in many circumstances we should have a greater entitlement 
in the case of certain farm loans to enable the placement of the farm 
in a productive position that would permit orderly retirement of 
the $7,500 guaranty on the dwelling house. 

Very possibly that would be a sound approach. It really isn’t a 
thing that has occurred to me before, or it isn’t anything to which 
our organization has given consideration. But I am not inclined to 
think that so far as the veteran in the city is concerned that if we 
did make an increased entitlement for the farm veteran to make im- 
provements on buildings on the farm that then we should also in- 
crease some business loan entitlement to the veteran in the city to 
equalize the matter because of the fact that a home on a farm is a 
business and a home and the two cannot be separated. 

Mr. Suvurorp. That is all, Mr. Chairman. Thank you very much. 

_Mr. Epmonpson. Mr. Weaver? 

Mr. Weaver. If I understand the gentleman correctly, when you 
refer to a farm and a farm home, you consider that the buildings 
thereon are just as important ta the maintenance of that as a home 
itself, is that correct ? 

Mr. Downer. Yes. And I think it might be that refusal to permit 
the proper maintenance repair of buildings might prejudice’ the 
ability of the veteran to retire loans even to the extent perhaps that 
examiners might refuse to make the loan on that basis. 

Mr. Epmonpson. Mr. Jenkins or Mr. Meadows? 

Mr. Jenkins. No questions, thank you. 

Mr. Epmonpson. Thank you very much. It is a fine statement. 


Next we have Mr. Williamson, representing the National Association 
of Real Estate Boards. 
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STATEMENT OF JOHN WILLIAMSON, SECRETARY-COUNSEL, REAL- 
TORS, WASHINGTON COMMITTEE, NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS 


Mr. Wiiuiamson. Mr. Chairman and members of the committee, 
it is quite a privilege for me to follow the previous witness at this 
witness stand who is also my successor as assistant legislative director 
of the Veterans of Foreign Wars. I never thought that I would get 
back to this committee. It is certainly a pleasure. 

The National Association of Real Estate Boards, to whose Realtors’ 
Washington Committee I am secretary-counsel is behind the principle 
of the Thornberry bill. The national association took cognizance of 
the matter as it came up from our National Institute of Farm Brokers, 
which is part of the national association. 

Mr. Owen Sherrill of Georgetown, Tex., a constituent of Mr. Thorn- 
berry, initiated the idea in the National Institute of Farm Brokers. 
Our national association, for the record, consists of about 53,000 
realtors in approximately twelve or thirteen hundred real-estate 
boards. The Institute of Farm Brokers is a group of brokers who 
concentrate principally on farm brokerage and their membership 
is approximately 1,200. Recently we asked about a dozen of our farm 
brokers to give us their views on the need for remedying the appar- 
ent—it is really more than apparent—the difference between the VA 
loan guaranty on urban and suburban residential loans and farm 
housing loans.. With the committee’s permission I would like to 
insert these replies in the record and perhaps read excerpts from some 
of them. They are written by brokers from West Virgina, Ohio, 
Texas, Oklahoma, Minnesota, and so forth. 

Before reading excerpts from these letters I would first like to 
state that the Veterans’ Administration, in appraising the Thorn- 
berry bill, H. R. 491, I believe minimized a difference between a 501 
loan on a farm and what we are seeking through the Thornberry 
bill. 

I think that the difference goes right to the essence of this problem 
because if the veteran wants to work the farm, if he is going to depend 
upon the farm for his livelihood, he is not eligible for a 501 loan and 
he comes under the $4,000 maximum for a nonresidential real-estate 
loan. That is the essence of the matter. 

What we are trying to do is to give the veteran who is going to work 
the farm and who is going to depend on the farm for a substantial part 
of his livelihood, the same break that the veteran has in the city. 
Mr. Downer raised a very important point, and I would like to 
implement what he had to say. If you go ahead and amend 501 to 
give the purchaser of a farmhouse the $7 500 guaranty, you are going 
to end up with 3 types of loans as they affect the veteran on the farm. 
One, he will have the non-real-estate loan with'a maximum of $2,000. 
Then he will have the farm real-estate loan 

Mr. Suvrorp. Pardon me. Is that paid out of FHA ? 

Mr. Witu1aMson. No, sir; that is equipment, livestock, and so forth. 
Tt is a non-real-estate loan which has a maximum of $2,000. Then you 
would have a farm nonresidential real-estate loan with a maximum of 
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$4,000. Then you will have a farm residential loan with a maximum 
of $7,500. I believe that makes it too complicated, you would not 
only give the veteran a break but you would improve, certainly improve 
the contingent liability of the Federal Government as well as improve 
the chances of his getting financing if you included all farm real- 
estate loans under the same type of guaranty. 

For example, let’s assume you have a farm of 40, 50, or 60 acres, 
but that you had 5 or 6 acres that were alongside a road. If you 
took the 5 or 6 acres and you considered the farmhouse and all the 
buildings on that 5 or 6 acres you would have a much better chance— 
the veteran would have a much better chance of getting financing 
where the buildings as well as the farmhouse represented improve- 
ments of the land which is the security behind the mortgage instead 
of dividing it for just the farmhouse, and not consider the other 
improvements. 

Actually, a detached garage on a 60- by 100-foot lot and barns and 
buildings other than a dwelling unit on the same plot of farmland 
are analogous. 

Mr. Suurorp. Mr. Chairman, may I ask a question ? 

Mr. Epmonpson. Yes, sir. 

Mr. Suvurorp. I think Mr. Sweeney stated in his testimony before 
the committee that where a rural loan was made on 5 or 10 acres, 
and the veteran relied principally upon his employment in the city, 
that they consider that as a city loan. You made reference to a 
question of a 5-acre tract of land. You don’t consider that as a part 
of the farm, do you? 

Mr. Wriutamson. No. I was thinking of a 50- or 100-acre farm 
that might have a mortgage on the whole farm and the veteran could 
obtain a release of the lien on 4 or 5 acres where he would have his 
house and buildings and let that be the security behind a $7,500 maxi- 
mum guaranteed loan under the VA. 

If the veteran wants a farm and he is not going to work the farm, 
the farm is not considered an economic unit; it is eligible for a 501 
loan provided he is otherwise qualified. The house, in that case, 
just the house and maybe the garage, are appraised under the VA 
appraisal system just as though it were a a loan. But that 
doesn’t help the veteran who is seeking equality in this type of legis- 
lation. It is the veteran who wants to work the farm that needs 
the assistance offered by the Thornberry bill. 

Mr. Epmonpson. Your thought is that bringing the land and out- 
buildings in this loan would improve his chance to get the loan? 

Mr. Witi1amson. It would improve his chances of getting a loan 
because it improves the security behind the mortgage. At the same 
time you would permit him a larger guaranty for the buildings which 
are necessary to obtain his livelihood from the farm. Otherwise, he 
is going to end up with a $7,500 guaranty on the house, a $4,000 
guaranty on the barn, and a $2,000 guaranty on the equipment, and 
he would end up with three maximum guaranties. There is certainly 
no justification for making it that complicated. 

Mr. Ayres. From various realtors around the country that you 
have contact with, Mr. Williamson, would you say that there is plenty 
of money available now for loans in this category ? 

Mr. Witt1amson. I think it certainly has improved. I don’t think 
that you will ever reach a state where money is equally available in 
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Oklahoma, some rural areas of Oklahoma, as it is in New York, but 
I believe it has improved considerably in the last year. 

The voluntary home mortgage credit program while it hasn’t done 
much at this point, I think gives promise of getting more mortgage 
money both for farm and housing into many of the smaller com- 
munities. It is the old story, Mr. Ayres: there is money available 
actually all over the country at a price, but in some places it Just 
costs too much. 

This is a letter from Lansing, Mich. : 


I have spent enough time dodging the issue to become an expert. As far as 
I can discover there is no workable GI farm home program in Michigan. It is 
difficult to explain to these veterans why they can’t have the same break on the 
farm that is available in the city. About 1950 the GI limits were raised on city 
property. Raising the limits on rural property would not cure the farm 
financing ills but it would be the first positive step in 10 years. 


In Montana: 


We feel that a veteran should have the same privilege of buying a farm home 
as an urban home and have found that the $4,000 limit of very little help in 
buying a farm home here. For that reason very few veterans’ loans have been 
made in buying farm homes. 


Minnesota: 


One experience I had with trying to obtain a loan for a veteran on a farm 
was the following: The veteran had $4,000 cash to pay down on a $24,000 pur- 
chase—160-acre farm. The loan company appraised the farm at $25,500. They 
agreed to loan $13,000 on a conventional loan. Had we had a $7,500 VA guar- 
anty we could have kept this veteran on the farm but loaning a $4,000 guaranty 
left $3,000 between the downpayment plus the guaranty and the $13,000 conven- 
tional loan. Consequently, the veteran sold his personal property, bought a 
hotise in town under the GI bill, and went looking for a job. 


I want to emphasize that I am speaking for the farm brokers. Our 
people are not the lenders, they are not the property owners. They are 
the ones whom the veterans go to when they see a farm listed and want 
to buy it. Apparently many of our farm brokers have experienced 
disappointments because they are unable to get the financing for the 
veteran. 


This is Ohio: 


We have had many inquiries from veterans to buy farms but due to the lack 
of financing they have been unable to do so. The lending institutions would not 
consider them but would rather consider the veteran buying his home in a town 
or city. Therefore, we have found that the GI bill of rights for the veteran to 
buy his farm is of no value to him He has just been discriminated on due to 
the fact that Congress or the VA has failed to do the job. We have found that 
the lending institution would guarantee the financing for the veteran buying a 
farm if the VA would in turn guarantee the loan to the same extent as they do 
for the city veteran buying his home. 


Mr. Epmonpson. Mr. Williamson, just one moment. We have here 
a telegram from Wayne Adams, a letter from Mr. F. W. Baumann, 
president of the National Institute of Farm Brokers, a letter from 
Mr. Owen W. Sherill, a letter from Mr. Don L. Temple, a letter from 
Mr. George Mullen, a letter from Frank W. Fuller, from H. B. Frank- 
lin, Jr., from R. A. Capshaw, from C_ A. Bresnahan, and from Orval 
E. Mason; also from Donald V. Whipp, Jr. 

Is there any objection to the admission of these letters into the record 
at this time? 

If not, they will be admitted at this point in the record. 
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(The letters referred to above are as follows:) 


ROswe.., N. Mex., March 9, 1955. 
JOHN ©. WILLIAMSON, 
NAREB, 1737 K Street, NW., Washington, D. C.: 

Referring your wire March 8 veterans of this area completely unable to secure 
loan on farm or farm home due to small-loan limitations and because loan com- 
panies have shown no interest here in VA-guaranteed rural loan. Apparently 
loan company prefer city-loan risks in preference to rural-loan risks. Neither 
veterans nor FHA loan setup worth a darn in this area. 

WAYNE ADAMS. 





NATIONAL INSTITUTE OF FARM BROKERS, 
OF THE NATIONAL ASSOCIATION OF REAL ESTATE Boarps, 
New Ulin, Minn., March 10, 1955. 
Mr. JOHN C. WILLIAMSON, 
Realtors Washington Committee, NAREB, 
Washington, D.C. 


Deak JOHN: The VA guaranty loan on farm property should definitely be 
equalized with those for urban homes. Under the present setup veterans born 
and raised on the farm are migrating into the towns where they can get proper 
consideration under the VA Loan Act. It is removing the young men from the 
farms where they should remain, and placing them in the cities where already 
too much unemployment exists. 

In my opinion, a $7,500 guaranty on a farm purchase loan is a much better 
investment than a $7.500 guaranty on an urban home, because—not only does 
the veteran acquire a home through the purchase of a farm, along with it, he has 
a job from which no one but he himself can remove him. 

One experience I had with trying to obtain a loan for a veteran on a farm was 
the following: veteran had $4,000 cash to pay down on a $24,000 purchase—a 
160-acre farm. One of my loan companies appraised the farm at $25,500. They 
agreed to loan $13,000 on a conventional loan. Had we had a $7,500 VA guar- 
anty, we could have kept this veteran on the farm. But with only a $4,000 
guaranty, it left $3,000 between the down payment, plus the guaranty, and the 
$13,000 conventional loan. Consequently, the veteran sold his personal property, 
bought a house in town under the GI bill, and went looking for a job. 

In my contacts with fellow realtors throughout the entire country, I find that 
all have this some experience in trying to get VA guaranteed loans on farms. 
The reason for decline in veterans seeking farm loans under the VA plan is 
simply this—they know and we know that it is absolutely no use to try to 
finance them under the present setup. As it stands now, I feel the VA Loan Act 
is absolutely discriminatory against our rural veterans. 

F. W. BAUMANN, President. 





THE OWEN W. SHERRILL AGENCY, 
Georgetown, Te®#., March 8, 1955. 


Re Thornberry bill to eliminate GI discrimination against rural finance. 


Mr. ALBERT A. PAYNE, 
Assistant Secretary Realtors’ Washington Committee, 
Washington, D. C. 


DeAR AL: I am handing you resolution memorandum as passed by the Texas 
Institute of Farm Brokers, as embodied in reprint of my letter to Congressman 
Homer Thornberry, as this was the sentiment of a cross section of Texas Real- 
tors at our previous Austin meeting. 

It is my understanding that this bill has been approved by four veteran or- 
ganizations and to date we haven't heard of a single Congressman or Senator 
who was not in favor of eliminating the very unfair discribination in GI finance 
wherein veterans desiring a home on the city are permitted $7,500 GI credit but 
those desiring to live rural only permitted the old original $4,000 GI credit. 

Some Congressmen were surprised to find that this discrimination actually 
existed and assured their every cooperation when ready to vote. This has been 
spontaneous and general sentiment expressed back to the National Institute of 
Farm Brokers from throughout the Nation. 

From my personal experience in 25 years dealing in finance and loans, we have 
had veterans by the hundreds preferring rural home ownership where they have 
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a chance at future greater increased values with more land and an opportunity 
to have their garden, often chickens and a cow, livestock income and many other 
perfected savings because thousands of these veterans came from farms and 
prefer to live on the farm just as I do personally. 

Our metropolitan centers are becoming so crowded and extended into the 
rural areas by being forced, on account of the present GI finance favoring the 
home in the city as compared to rural, and lenders who would go rural were 
the law and regulation changed to equalize—there would not only be a more 
beautiful countryside, a much greater America and a far more contented and 
happy citizenship. 

Our experience, Al, has been so outstandingly apparent of these existing evils 
by the damage that has been and is being done to individual veterans who have 
opportunities with finance to live outside the city limits as they desire, but 
credit is not available on account of the GI differential. 

We are having inquiries daily for loans and homes rural, farms and ranches 
and the past week a veteran with $2,000 cash. He had been offered a home in 
town on a 60-foot lot that would cost him over $15,000 which he could buy for 
less than his $2,000 margin in the city with his $7,500 GI credit. But this 
veteran prefers to buy rural and with his $2,000 margin. The finance companies 
with only $4,000 credit are turning down but with $7,500 credit they would make 
this deserving veteran loan which he very greatly desires. This is a very 
deserving and typical case. The above veteran is only one of thousands. 

Al, I believe every member of the Texas delegation will support the Thorn- 
berry bill. Texas, after all, is a rural State and it has many acres. Awaiting 
veterans home ownership but without the removal of the discrepancy which 
penalizes both veterans and lenders, as the chart will show only a small number 
of farm and ranch loans as compared to homes in the city—certainly would 
justify the bill’s passage which will then enable justifiable finance. 

There will come a time when overgrowing cities cannot always survive within 
themselves and veterans, under rural home ownership, will become a safeguard 
and a cornerstone of business safety in the final analysis. 

Yours very truly, 
OwEN W. SHERRILL, Realtor. 


Don L. TEMPLE & ASSOCIATES, 
Kenton, Ohio, March 8, 1955. 
ALBERT PAYNE, 
Washinaton, D. C. 


DEAR Mr. PAYNE: I wish to advise you at this time of some of the conditions 
in the State of Ohio in respect to veterans who wish to buy small farms and 
use their GI bill of rights for the financing of same. 

We have had many inquiries from veterans to buy farms, but due to the lack 
of financing, they have been unable to do so. The lending institution would not 
consider them, but would rather consider the veteran buying his home in a town 
or city. Therefore, we have found that the GI bill of rights for the veteran to 
buy his farm is of no value to him. He has been discriminated on due to the 
fact that Congress or the Veterans’ Administration has failed to do the job for 
the farmer. We have found that the lending institution would guarantee the 
financing for the veteran buying a farm if the Veterans’ Administration would 
in turn guarantee the loan the same as they do for the city veteran buying his 
home. 

Almost every spring we have many veterans who are farmers, having to quit 
farming and sell out completely (chattels) due to the fact that they cannot buy 
farms. They are forced to move possibly through the sale of the farm they 
have tenanted. All of this is caused because the Federal Government has failed 
to give him an even break with his city friends. 

I pledge the Ohio Chapter of the National Institute of Farm Brokers as well 
as the National Institute of Farm Brokers their desire of some sort of an added 
feature to the present law giving the young farm veteran an equal chance with 
the city veteran in purchasing his home. 

Respectfully, 
Don L. TEMPLE. 
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RANSON REAL EstaTE & INSURANCE Co., 
Ranson, W. Va., March 8, 1955. 
REALTORS WASHINGTON COMMITTEE, 
Washington 6, D.C. 
(Attention of Al Payne.) 


Dear AL: As a rural realtor, I sure do hope that you fellows in Washington can 
do something about the matter of equalizing the GI benefits under the guaranty 
provisions of the GI bill, wherein the veteran seeking rural property is penalized 
in the amount of guaranty he receives. 

This provision has been causing my office a tremendous amount of trouble in 
helping many deserving GI’s to purchase farm property, and I cannot under- 
stand why these veterans should be discriminated against because, as you fel- 
lows know, the matter of getting young people interested in farm property is 
very important to the future of our country, and something should be done 
about it immediately. On many cases we have been unable to help GI’s secure 
rural property due to the fact that the guaranty provision on this type of property 
is not the same as they offer to GI’s who wish property in city limits. 

I assure you that all we rural realtors would appreciate very much seeing 
this discrimination end once and for all, and would appreciate anything that 
you fellows can do for us in Washington. 

Sincerely yours, 
GEORGE MULLEN. 


Sarissury, N. C., March 8, 1955. 


Re VA guaranty of GI-sponsored loans; farm and rural home purchasers. 
Mr. AL PAYNE, 
Washington Realtors Committee, 
Farm Guarantee Committee, Washington 6, D.C. 


Dear Mr. Payne: I was very glad to have the opportunity to discuss GI-spon- 
sored loans on rural and farm homes with you. 

For several years now we have had a dearth of sponsored GI loans due to 
the fact that the insurance companies and others such as building and loans 
were not interested in making GI guaranteed loans; they tell us that this is 
due to the low interest rates which are current, but we find that in a few in- 
stances these loans are available upon the veteran paying an originating fee 
of 1 percent, and in numerous cases the seller having to pay considerable fees 
for securing same. 

As a farm broker of the national association, I find that the average veteran 
wishing to buy or build in the country, either as a rural home or buying a farm, 
is not able to get financed with GI loan due to the low percentage of guaranty, 
the new procedure on farm not keeping pace with the increased cost; he can 
get a guaranty up to 60 percent for home loans in cities and towns but for a 
limit of $7,500, but in the country home, for construction, repairing, remodeling, 
or purchasing a farm home he is limited to $4,000 guaranty, and the sources 
of supply on these are most nonexisting. 

The limiting of GI financing except for larger cities and then only for the 
better class of homes is working a distinct hardship on the prospective home- 
owner veteran. 

As chairman of our Rowan County Veterans Service Council, I am asking 
our veterans service officer to get me up some information relative to our GI 
loans, and I will let you have this as soon as possible. 

Sincerely yours, 
FRANK W. FULLER. 





FLORIDA ASSOCIATION OF REALTORS, 


Orlando, Fla., March 9, 1955. 
Mr. Joun C. WILLIAMSON, 


Realtors Washington Committee, 
National Association of Real Estate Boards, 
Washington, D. C. 
Dear Mr. WILLIMSON: Many veterans in my area who want to buy farms on 


VA loans are absolutely unable to do so because of low guaranty on loans and 
because of inability to secure equitable appraisal on farms and farmlands. 
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We have many veterans who have tried during recent years to buy farms 
on VA loans but are unable to de so because the amount of the loan is inade- 
quate, making downpayment in cash on the part of the veteran so high he 
cannot buy. I specialize in farm.sales in north Plorida, and have many calls 
every week from veterans wanting farms on the VA program, or what they 
call GI loan. So far have been unable to place first one because of two factors: 
First, the loan guaranty is too low and downpayment in cash beyond the means 
of prospective buyer. Second, any GI appraisals we have been able to secure 
on farms has been so low that no owner will sell for such a price. It seems 
that farm appraisals by VA are all based on depression farmland prices and 
farms cannot be purchased at these prices. 

We need two things: Guaranty on private loans for repair or purchase of 
farm homes, and farms to be equalized with such loans on urban homes and a 
realistic appraisal on all farm properties so that they will appraise at their 
real market value on the open market. 

The falling off of applications for such loans in this area is due to the fact 
that it is merely a waste of time to attempt to secure such loans. We have 
frankly advised applicants that it is impossible to secure an equitable VA loan 
that will enable them to purchase a farm home. Should we be able to secure 


equitable appraisals and loan guaranty, we would have quite an increase in 
applications. 


Sincerely yours, 
H. B. FRANKLIN. 


THE WHrIpPp FARM AGENCY, 


Lansing 12, Mich., March 9, 1955. 
Mr. ALBERT PAYNE, 


Washington, D. C. 


DEAR Mr. PAYNE: I operate a farm brokerage business. Our yearly gross ex- 
ceeds $1 million regularly. We have never made a GI loan. 

I’ve spent enough time dodging the issue to become an expert. As far as I can 
discover there is no workable G. I. farm loan program in Michigan. 

I wish some of our legislators had to sit across the desk from these young men. 
It’s difficult to explain to them why they can’t have the same break on the 
farm that is available in the city. About 1950 the GI limits were raised on 
city property. Raising the limits on rural property will not cure the farm finance 
ills, but it would be the first positive step in 10 years. 

All I’m interested in is an even break for the farm veterans. I wonder if the 
people in Government realize that this discrimination exists? The first step 
should be equalization of the guarantee between urban and rural areas. This 
would help the problem but not solve it. A study should be made directed toward 
assisting the young man on the ever-more-difficult problem of getting started in 
farming. 

I’ll keep on apologizing on our G. I. farm finance program but that’s no sign 
I’m going to like it. Why not see what can be done? 

Yours truly, 


DoNALD V. Wurpp, Jr. 


R. A. CAPSHAW AGENCY, 
Ponca City, Okla., March 10, 1955. 
Mr. JoHN C. WILLIAMSON, 


Washington, D. C. 


Dear Mr. WILLIAMSON: There were a few VA farm loans made here when the 
VA guaranty program was first enacted. But for the past 4 or 5 years, the vet- 
erans have received the same answer from all real-estate dealers and loan com- 
panies...No one will make a VA farm loan because, first, VA appraisals are too 
low, and second, the smal! guaranty of only $4,000 instead of $7,500. 

There are hundreds of veterans that would like to secure a VA farm loan, 
if it were possible. Even with the publicity that VA farm loans are not obtain- 
able, every week veterans ask if they can secure a VA loan on a farm. 

Leading loan agencies tell us that they will be glad to make veteran farm loans 
if the terms and guaranty were made equal to guaranty on urban loans, and VA 
appraisals were raised to meet present market values. 

Yours truly, 


R. A. CAPSHAW., 











362 OPERATIONS OF LOAN GUARANTY PROGRAM 


WESTERN REALTY €o., 


Denver 16, Colo., March 9, 1955. 
Mr. JOHN C. WILLIAMSON, 2 


Secretary-Counsel, Realtors’ Washington Committee, 
Washington, D.C. 

Dear JOHN: In answer to your telegram, which was received this morning, I 
do not Know whether I can be of too much help in your,effort to equalize FHA 
rural loans with urban loans. When this law became effective we attempted in 
our office to make sales to veterans who had GI benefits. I am quite sure that 
in this entire State there have not been 100 farm sales under the GI loan, made. 
A few were made in this area on small part-time farms where the veteran had 
an income from other sources than the farm. 

We found that the big problem was that in order to make a self-sustaining 
unit it Was going to cost the veteran at least $20,000. In turn, it was necessary 
to find an individual or an institution which would carry this loan. This is 
almost an impossibility as there would only be a $4,000 guaranty, and after all, 
it is practically impossible to get a loan on rural property for more than 50 
percent of its fair market value. Our loan institutions, as well as individuals 
making rural loans, were not interested in this type of loan as they felt they 
were doing the veteran an injustice and placing a hardship on him instead of 
benefiting him. 

I feel that some work could be done whereby the present farm owner would 
be entitled to receive FHA benefits for building a new home on his property 
just as a city dweller receives for city lots. I believe there is a terrific field 
here which we, in the real estate profession, have overlooked. 

I am not sure that I am helping you, but this boils down to the fact that a 
$4,000 guaranty on a property which must be worth at least. $20,000 in order to 
be self-sustaining just does not make sense, and anyone with money to loan is 
not interested. 

If I could be of any help to you I would be more than happy to come to Wash- 
ington at my own expense and submit. my comments and views on this subject. 

Thanking you, and with very best personal regards, I am, 

Sincerely yours, 
©. A. BRESNAHAN. 


ORVAL E, MASON, REALTOR, 
Great Falls, Mont., March 8, 1955. 
Mr. JoHN C. WILLIAMSON, 
Realtors’ Washington Committee, NAREB, 
Washington, D. C. 


DEAR Mr. WILLIAMSON: We feel that a veteran should have the same privileges 
on buying a farm home as an urban home and have found that the $4,000 limit 
is of very little help in buying a farm home here. For that reason very few 
veterans’ loans have been made in buying farm homes. 

Very truly yours, 
OrvAt E. MAson, Specialist in Ranches. 

Mr. Epmonpson. These letters are all very helpful and very in- 
formative. We appreciate getting them. 

Mr. Wiiu1amson. That is all that I have, Mr. Chairman. 

Mr. Epmonpson. I think you have made a fine contribution to the 
hearings. 

Do you have any questions, Mr. Ayres? 

Mr. Ayres. If we had some of these people in the farm areas and 
loans would be available, it wouldn’t be necessary for us to have so 
many public housing units. 

Mr. Wiittamson. Very true. I do not know whether you can get 
those people out on the farm. You can try it in Akron. 

Mr. Epmonpson. Mr. Shuford ? 

Mr. SHurorp. No questions. 

Mr. Epmonpson. Mr. Weaver ? 

Mr. Weaver. No questions. 
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Mr. Epmonpson. Mr. Meadows or Mr. Jenkins? 

Mr. JenKtins. No questions, thank you. 

Mr. Epmonpson. Thank you very much, Mr. Williamson. 

Mr. Payne, did you want to testify on this? 

Mr. Payne. No, sir. 


Mr. Epmonpson. At this point we will conclude the public hearing 
und go into executive session. 


(Thereupon, at 10:55 a. m., the subcommittee went into executive 
session. ) 


x 














